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UKITED STATES DISTRICT JUDGE. 

Lake Jones to be United States district judge, southern dis­
trict of Florida. 

illusions and adverse conditions. Help us to walk, while it is 
yet day, in the steps of Him who is the way, the truth, tha 
life. In His holy name. Amen. 

Ul\'TI'ED STATES ATTORNEY. The Journal of the proceedings of Saturday, February 16, 
Joseph A. Tolbert to be United States attorney, western dis- was read and approved. 

trict of South Carolina. WOODROW WILSON. 

P:ROMOTIONS IN THE ARMY. l\fr. HOW ARD of Oklahoma. l\Ir. Speaker, under leave 
William Elmer Hunt to be colonel. granted to extend my remarks I insert the following address: 
Charles Greenough Mortimer to be lieutenant colonel. 
Herman Beukema to be major. 
Jesse Knox Freeman to be captain. 
Edward Marion George to be captain. 
Paul Hanford Cartter to be captain. 
Horace Joseph Brooks to be captain. 
Frederick Bradstreet Dodge, jr., to be first lleutena~t. 
Clarkson Deweese l\IcNary to be first lieutenant. 
Bernard Abert Byrne, jr., to be first lieutenant. 
Warren Wilson Ch1istian to be first lieutenant. 
Robert Barrett Hutchins to be first lieutenant. 
Ralph Mundon Neal to be second lieutenant, Cavalry. -

PoSTl.iASTERS. 
COLORADO. 

J". Harry Mallott, Mount Harris. 
MAINE. 

William Osborne, jr., Danforth. 
Harold A. Pennell, Topsham. 

MICHIGAN. 

Elmer 0. Clute, Harrison. 
NEBRASKA, 

Byron I. Demaray, Alexandria. 
Ilans George Lehn, Elba. 

NEW HAMPSHIRE, 

Joseph P. Conner, Portsmouth. 
NEW YORK. 

Harrison D. Fuller, Antwerp. 
Frederick J. Manchester, Clark l\lllls. 
Benjamin R. Erwin, East Rochester. 
Everett W. Pope, Hartwick. 
Elizabeth T. Witherel, Lilly Dale. 

OHIO. 

Warren S. Myers, Dupont. 
Clyde E. Bennett, Tippecanoe City. 

PENNSYLVANIA. 

Eugene H. Stahl, Friedens. 
Beatrice Davidson, Grindstone. 
Edna E. Snably, Hollsopple. 
Harry A. Miller, Rockwood. 
Newton E. Arnold, Roslyn. 
Cleo W. Callaway, Shawnee on Delaware. 
John W. Frease, Somerset. 
Hugh D. Shallenberger, Vanderbilt. 
Edmund W. Tomb, Youngwood. 

ROUTH CAROLINA. 

Joseph H. Wright, Johnston. 
Sidney 0. Taylor, Ridgeland. 

REJECTION. 

Executive nomination rejected b1f the Senate February 18 
(legislative day of February 16), 1924. 

COMPTROLLER OF CUSTOMS. 

Walter L. Cohen to comptroller of customs at New Or­
leans, La. 

HOUSE OF REPRESENTATIVES. 
MoNDAY, February 18, 1924. 

The House met at 11 o'clock a. m., and was called to order by 
the Speaker. 

Tbe Chaplain, Rev. James Shera Montgomery, D. D., offered 
the following prayer : 

Our Heavenly Father, we can only speak to Thee with falter­
ing lips because of our human frailties. In Thy gracious de­
sign take us and put us under Thy guidance and direction. 
Inspire us with the faith that conquers doubt and gives the 
calm conviction that this is God's world and underneath are 
the everlasting arms. Be Thou our refuge from all life's 

SPEECH OF HON. LUTHER HARRISON, EDITOR AND STATESMAN, TO THB 

JOINT ASSEMBLY OF THiil SENA.Tiil AND Hous:m OF RilPRlllSlllNT.A.TIVES 

ON THE OCCASION OF THE WOODROW WILSON MEMORIAL, FEBRUARY 6, 
1924. 

Mr. LUTilli:R HARR1so~. Mr. Chairman, ladies, and gentlemen of the 
general assembly, sons and daughters of Oklahoma, the birthday of 
Woodrow Wilson comes 1n the calendar only three days later than the 
birthday of the Prince of Peace. That may largely explain why this 
assembly is here to-day, a small part of an assemblage that at this 
hour reaches entirely around the world. The Legislature of Oklahoma 
is only a very ,small unit in a. day of world-wide mourning. There is 
not a people beneath the skies who do not bow their heads at this hour, 
and as we assemble in this stately hall to pay tribute to an .American 
citizen, similar audiences are assembled around the world to pay 
tribute to the greatest apostle of peace that has lived in these 2,000 
years. 

Why is it, may I ask you, that not only ~ericans, but English and 
French and Scotch and Irish, the people from polar snows to tropic 
zones, are pausing at this moment to pay at least a tribute of silence 
to one who has gone down into the valley of the shadow? Why is it 
that the world stands with uncovered head and lifts a prayer of 
thanksgiving to the God of nations that Woodrow Wilson has lived 
on earth? You must find that answer 1n the yearning hearts of a 
stricken multitude. You must find it by the desolated fireside where 
the devastating heel of war has trod. You must find it 1n the far­
spl'ead cemeteries where the little white crosses look up so pitifully 
on this day of peace. You must find it in the gospel of the Nazarene, 
who more than 2,000 years ago preached the gospel of peace on earth 
and good will to men. 

We have met to-day to commemorate the life and public service of 
an American President. Discarding the indiscriminate eulogy which 
has long since become the proverbial blemish of funeral orations, I 
desire to speak for a little while of Mr. Wilson as he really was, or 
at least as he seemed to me. 

Noble were the words of Cicero when he told us that it is the first 
and fundamental law of history that it shall neither dare to say any­
thing that is false nor fear to say anything that is true, nor give any 
just suspicion of favor or disaffection. No less high standard must 
be invoked when considering the life and public service of Woodrow 
Wilson. A great man of a great epoch, whose name is blended with 
the renown of American arms and the civic glories of the Cabinet and 
the Congress Hall. A son of the South who became the head of a 
Nation more populous and more extensive than was ever governed by 
a Cresar, and the Commander in Chief of armies many times greater 
than Napoleon ever led to war. No man was ever subjected to sterner 
ordeals of character or closer scrutiny of conduct. He was in publia 
gaze for 20 yea.rs, and in the fate that at last overwhelmed him and 
overwhelmed his administration he stood erect an't dauntless and ag 
unshaken as a tower. He conquered himself and forgave his enemies, 
but he bent to none but God. 

I could not, nor indeed would I, divest myself of those identities and 
partialities which makes me one of the people of whom he was the 
chief in the supreme struggle for civilization, but I desire to think for 
a moment of the greatest figure of his century, who came into the 
woo·ld when he was most sorely needed, and who has now finished his 
work and gone to the great beyond. Woodrow Wilson was eorn in 
Staunton, Va. Ile studied at Davidson College and Princeton. He 
practiced law for a little while in Atlanta. He studied government at 
Johns Hopkins. He was a. teacher of government in many institutions. 
He finally became president of Princeton University, Governor of New 
Jersey, President of the United States, and the dominating figure of a 
world crisis. As a student in college, as a professor in the university, 
as president of a great institution, as governor of aa imperial Com­
monwealth, as President of the greatest Republic in all the tides of 
time, and as the dominant figure in a world council he dedicated him­
self to the service of mankind. 

On the 4th of March, 1913, when hundreds of thousands of people· 
assembled at the National Capital to attend bis first inauguration be 
had the moral courage and vision to say in the presence of office-seek­
ing persons, "This is not a day of triumph ; it is a day of dedica.tion.'' 
Tben and there, as in the past, he dedicated him elf to the public 
service; he dedicated his office to the service of his people; be dedicated 
his Nation to the service of the world. Ruin, wounds, and death 
became his portion, and so it is to--day as be goes down to be claimed 
again by the clods of the valley, that every fiag in Christendom is 

' 
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-ippedin---grief~pt- the flags his legion conquered in the bleeding 
days of war. Service was the secret of his life, but peace was bis 
obsession. 

We remember the criticism of 1916 when he refused to rouse the 
guns that slept on the Rio Grande. We remember the criticism of 
" watchful waiting" indulged in by people who did n<>t know the truth. 
He alone in the Capital of bis country knew that the dice of death 
had already been cast in the palace of Potsdam and nothillg but a 
miracle could hold back the hordes of war. He endured the criticism, 
the misunderstanding, the misrepresentation ; and far removed fr<>m 
public gaze in bis solitary chamber he "wept in silence, prayed in 
silence, held the band of God alone." Finally he was called upon to 
paint the vessels of a free republic in the shameful color of a barber's 
sign to protect them from the sleuths of the sea, or to bear the flag 
as his !athers had borne on the swee~ing fields of war. Time and 
again he pleaded that the cup of grief might not be pressed to the 
llp15 of the American people. Letter after letter was written to the 
house of Hohenzollern imploring them to respect the laws of nations, 
as an American people, impatient and misunderstanding, criticized bis 
policy of tardiness or watchful waiting. Finally, God brought the 
American people face to face with the realization of this problem, 
that wa must save the civilization of the Old World or lose the freedom 
of the New. It was then that the drum sounded the notes of mobili­
zation, and it was then that the American public girded itself for war. 

As we stand to-day amid these battle flags and think of the great 
captain of the century who has gone to meet his Maker, a stone is 
rolled away from the sepulcher of memories and all the burial places 
of history yield their dead. Again we bear the order for registration 
and we see millions of young American manhood crowding to the regis­
tration offices. We see them board the trains to go away to far away 
cantonments to prepare themselves for the ghastly game with death. 
We see them on the fields of training; we see them going down to sea 
in ships, crossing a darkened ocean in darkened vessels, entering an 
alien port, landing on alien soil, and listening to an alien language 
they did not understand. We see them again at Gaudrecourt, at Bar­
sur-.A.ube and Tours preparing for the death grapple with the enemies 
of civilization. We see them on the long night march up to the front 
where the boys died in their tracks of sheer fatigue just as boys from 
Chandler died. We remember again the 18th of July. We remember 
the bulletin sent out by the French high command. Bulletin No. 1: 
"Germans again advancing, French fighting gallantly, but retiring. 
Americans holding." Bulletin No. 2 : " Germans still advancing. 
French fighting desperately. Americans counterattacking." Bulletin 
No. 3: "Great numbers of dead as the Americans advance." Bulletin 
No. 4 : " There are no Germans but the dead and wounded ·south of the 
Marne." That was the answer <>f an American President to the world 
that would not respect the rights of civilization. · 

'!'hen the first administration was gone, and in the stress of war we 
have forgotten the triumphs of that administration. We have forgotten 
that between 1912 and 1916 years, the quadrennium that he first ruled 
this Republic, that he forced into the statute bo.oks of the United States 
the mcst progressive measures advocated in the campaign of 1912 by 
two of the greatest men that ever served the human race, Woodrow 
Wilson and Theodore Roosevelt. We have forgotten that in the stress 
of war and the bitter reactio.ns of peace, and we have forgotten much 
of his second administration. 

The war having ended he went across the seas. He went to write 
the gospel of the ]fazarene in the statute books of the world. He met 
the people of ancient nations; be met the wily Welshman representing 
the British Crown ; he met the Old Tiger who more than any other o.ne 
man had saved France from her enemies; be met Orlando, of Italy ; 
be met representatives of many other great nations ; and he laid on the 
council table of the ball of Versailles the same philosophy that was 
planted on a skull-shaped hill on a cross between two thieves. 

Is it wrong to say, "Blessed are the peacemakers, for they shall be 
called the children of God?" Then Woodrow Wilson was wrong. Is 
it wrong to say, "As ye would that men should do unto you, do ye unto 
them likewise" 'l Then Woodrow Wilson was wrong. Is it wrong to 
say, " They who take the sword shall perish by the sword " ? Then 
Woodrow Wilso.n was wrong. Is it wrong to say, " Thou shalt love thy 
God with all thy heart and soul and strength and mind and thy 
neighbor as thyself" ? Then Woodrow Wilson was wrong. 

He came baek to America to make his last battle. He toured the 
Western States, and on the borders of Oklahoma God's hand touched 
him and he became a martyr for the sake of principle and for the 
sake of peace. Abraham Lincoln became a martyr for an ideal under 
the demoniac assassin's bullet. Woodrow Wilson was a martyr just as 
Lincoln. Though be died a lingering death that extended for more 
than four weary years, he died a martyr. 

The American people could not understand his philosophy. He pre­
sented to them problems which they had never heard. They could not 
grasp the meaning of an eternal truth. Understand this to-day, my 
friends; the most dangerous thing that man can do, in so far as bis own 
peace and welfare are concerned, is to bring to the world a new idea, a 
new plliloS(•phy, or a new thought. But don't misunderstand the logic 

of history. You can kill the protagonist, but you can not kill his philos­
ophy. If you could destroy ideals and ideas, if you could destroy re­
form!!! and reformers by the assassin's bullet or the flaming stake, we 
to-day would be breech-clouted savages worshiping wooden gods. If 
murder could kill philosophy, Jesus Christ would have died in vain. 
If murder could kill philosophy, the truths would have died long ago. 
So while the unleashed passio.ns of a misguided world and the bitter~ 
ness of a maddened era murdered Woodrow Wilson, the philosophy be 
preached on earth is alive to-day and can not be checked by personal 
abuse, the assassin's bullet, or the misrepresentations of an embittered 
time, just so sure as the philosophy of the Prince of Peace is destined 
to live throughout ages, the world wiil some day learn that we must 
save the nations from the greed of war if we would save civilization 
and save humanity. 

He would be a poor citizen and a poor American who would endeavor • 
to interject questions of a political nature into a solemn occasion ot 
this character, but let us consider just a moment the background of the 
battle for the adoption or rejection of the treaty of Versailles. 

If you can understand that, you can understand why Woodrow 
Wilson is dead today and not alive. Consider, if you will, in the 
pale light of these peaceful days the arguments presented against 
the League ratification. The argument of Senator Sherman of Illinois, 
that "This is an organized effort to turn the civ)..lized nations of the 
world over to the domination of the Vatican." Contrast that argu­
ment, if you will, with tlie argument of Senator BORAH that " Our 
ratification of the League covenant means the domination cf all 
nations by the British Empire," which incidentally is the greatest 
Protestant nation on eart'D. Consider the argument of Senator REED 
of Miesouri that "If we accept the covenant of Versailles, we pave 
the way for a world domination by the black races of the world." 
Hear again the argument made by more than 20 Senators, " That 
this is a league for war and not a league for peace." Contrast that 
argument, if you please, with the argument pre ented before the 
Senate Committee on Foreign Relations by Judge Cobalan and Bourke 
Cochran, "that we oppose the league covenant because its adoption 
by the American nation will prevent all wars and we want the United 
States to wage war on the British Empire to free Ireland." When 
you view in these peaceful hours and this late date those contradictory 
arguments, you can look beyond the stirring scenes of the conven­
tion hall and Senate chamber and public forum and realize why 
Woodrow Wilson died. It has been said everywhere, never challenged 
or denied and never explained, that one of the leading United States 
Senators, who, today is a member of the Senate, said in a council of 
his partisans, "Woodrow Wilson bas brought back from Europe the 
greatest state paper of modern times. If he secures its ratifica­
tion by the American people, his party will become the dominant party 
of our generation. We must not permit that to be doue. " ·e must 
destroy the league and in order to destroy the league we must destroy 
Woodrow Wilson. I do not know and I do not care whether those 
words were ever spoken, but the spirit that would have expre ~sed 

itself in such language lay behind the campaign of defamation that 
sent the great Virginian to his grave. 

Every hi1.ing place was open. Nothing was sealed or sacred to 
those who opposed the principles that he sought to incorporate into 
law. They went amid the hills of eeorgia and circulated the foul 
cannard that he had failed .to erect a monument over the ashes of his 
first love, and many people believed that falsehood even unto today. 
No member of his family was exempt from the shrugging of shoulders 
and the shaking of heads. His wife and his daughters were sneered 
at throughout the country that the league covenant might be de­
feated. On the 6th day of December, 1919, a certain United States 
Senator said, "I will be one of a committee to break down the White 
House doors and prove to the world that Woodrow Wilson is feigning 
sickness in order to capitalize sympathy," and later on the same day 
he went uninvited, this United States Senator, uninvited and unwel­
come, passed the attendant at the White House door, then an attendant 
by the bedside of a dying statesman, had rolled back the covers that 
he might see whether the President of the United States was feigning 
illness. That Senator has been heard of recently. His name is Albe'rt 
Bacon Fall. The campaign succeeded because the world was sick. We 
were caught in the back-wash of unexampled carnage. Finally a giant 
frame was broken down, but bis Spirit remained uncowed. 

O, great heart, standing all alone so long 
Amid the storm and wreck of bitter years, 
Unscathecl by floods of calumny and hate, 
Unswervetl hy treachery, unbalanced by fears, 
Led like as one before the altar stone 
To bleed a living sacrifice for hosts. 

But do not mistake this occasion. The clods of the valley have 
claimed their own; the frame that we called Woodrow Wilson has 
been returned to its kindred dust. But a spirit stands to-day in this 
council hall, bidding the sons of freedom, of world-wide democracy, of 
universal peace, be of good cheer, because an idea never has, never 
can, and never will die. 
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During the great Sepoy rebellion in British India the Sepoys took 

Cawnpore and murdered every soldier, woman, and babe in the garrison. 
They swept down the Goomti River and la1d siege to the city of 
Lucknow. And 12 long weeks the people of that historic city, shat in 
from all the outside world, endured all the horrors of starvation, all 
the terrors of bombardment. They hoped for a season that Havelock 
would come to their relief, but finally that hope died away. At last 
a little Scottish lassie, J ennie Brown, wrapped herself in a soldier's 
pladdie, and wasted by fever and by hunger, threw herself on the 
ground to rest for a little while. But suddenly she sprang to her feet 
and shouted, " Dinna you hear it?" "Dinna you hear it?" It is the 
slogan of the Highlanders, " The Campbells are coming." The can­
noneers paused at their guns and listened. But all their dull lowland 
ears could h ear was the knell of vengeance that came from the Sepoy 
lines. But again the lassie shouted, "And will ye na believe it, and 
will ·you na believe it ? " It is the slogan of the Highlanders. " I bear • 
the pipes of Gardon's men ; I bear the clan call of the MacGregor; 
the Campbells are coming." They listened again, and faint, and far 
beyond the Goomti they caught the skirl of the Scottish bagpipes. 
Havelock's men were on the march. And 'ere morning dawned the 
Scottish front ranks bad cut their way through the Sepoy line and 
brought relief to the dying garrison of Lucknow. 

Gentlemen, do not misinterpret the truth of history. The immortal 
purpose born in the brain of Woodrow Wilson is listening even now 
to the skid of the bagpipes that beat a eulogy that r eaches around 
the world, and every son that bas died for freedom and every soul 
whose blood has consecrated those flags will know that the purpose 
for which he lived, the gospel that he preached, and the phiiosophy he 
taught is as deathless as the sword of God. 

" Silent seems the great avenger, 
History's pages but record 
One death grapple in the darkness 
'Twixt old sy terns and the Wortl. 
Truth forevel· on the scaffold, 
Wrong forever on the throne ; 
Yet that sca liold sways the future 
And within the dim unknown 
Standeth God within the shadow 
Keeping watch upon his own." 

The res tless tides of humanity will continue to sweep over the land 
of battles. The ages will rush on and "rift the hills, roll the waters, 
fl.ash the lightning, weigh the sun." The white sa ils of commerce shall 
thicken on our rivers, and the black smoke of increasing factories 
darken our skies. Remnants of lives scau ed from the battle will 
be interwoven with the hosts of freedom. The sons of Amf' rica will 
bear that flag as their fathers bore it to make the bounds of freedom 
wider yet. But no braver ones will ever rise ' than those who sleep 
beneath the reddened sod fro1n the valleys of Lorraine to the bea ches 
of Flanders, and none will come forth of brayer heart or cleaner pur­
pose to lead them in the battle. 

To dust we give bis body now; the ages receive bis memory. They 
have never failed to do jus tice, however tardy, to one who s tood by his 
people and made their cause his own. We but forecast the judgment 
of the years to come when we say the world will recognize Woodrow 
Wilson as the master spirit of his century in the eyes of Him to whom 
a thousand years are a s a watch in the night, the war and the century 
in which it came are but as a single throb in the breast of time. And 
when in the future ages the myriads of this great world shall look baclc 
through unclouded vision, the smoke and stain of slander shall bav~ 
vanished from Woodrow Wilson's name. . The tall chieftian who led 
the hosts of freedom will stand at the bar of public judgment with a 
countenance like the lightning and raiment as white as snow. Peace 
to thy soul, Woodrow Wilson; may the winds of a thousand winters 
deal gently with thy ashes, and the undying laurels of glory grow 
green over thy grave. 

TEAPOT DOME. 

l\Ir. EV ANS of Montana. Mr. Speaker, the past few days 
have seen the Government of the United Sta tes rocked on its 
very foundation, and it is a time for all students and friends 
of popular government to realize the dangers that lie ahead. 

Within a week the Senate of the United States passed a reso­
lution, which was approved by the President, declaring that 
the Secretary of the Interior, Albert Fall, and the Secretary of 
the Navy, Edwin Denby, had made leases of the naval reserve 
lands with certain oil men, and that these leases were exe­
cuted under circumstances indicating fraud and corruption, 
and, further, that these leases ere made in violation of the 
law and the settled· policy of the Government. That -resolution 
was unanimously passed in the Senate of the United States and 
received the approval of the President of the United States. 

On Monday last the Senate passed another resolution request­
ing the President of the United States to call for the resigµa­
tion of the Secretary of the Navy, Edwin Denby, he being one 

of the parties who signed the leases which the Senate and the. 
President had solemnly declared " were signed under circum­
stances indicating fraud and corruption and in violation of the 
law." 

THE PRESIDENT REFUSES TO ACT. 

In commenting upon this resolution requesting the resigna­
tion of the Secretary of the Navy, the President in his Lincoln 
day speech in the city of New York said: 

Lately there have been most startling revelations concerning the 
leasing of Government oil lands. It is my duty to extend to every 
individual the constitutional right to the presumption of innocence 
until proven guilty. 

Again in the same speech he said : 
I want no bue and cry, no mingling of innocent and guilty in un­

thinking condemnation, no confusion of mel·e questions of law with 
questions of fraud and corruption. It is at such a time that the 
quality of our citizenry is tested-unrelenting toward evil, fair­
minded and intent upon the requirements of due process, the shield 
of the innocent and the safeguard of society itself. I ask the sup­
port of our people, as Chief Magistrate, intent on the enforcement 
of our laws without fear or favor, no matter who is hurt or what 
the consequences. 

The President declines to call for the resignation of the. 
Secretary of tbe Navy because, as he says, it is his duty to 
extend to every individual the constitutional right of the 
presumption of innocence until proven guilty, and for further 
reasons that he does not want to be influenced by any "hue 
and cry, no mingling of innocent and guilty in unthinking 
condemnation." 

Mr. Speaker, the people of this country, tlle great mass of 
the people, are not indulging in any fine-spun theories about 
constitutional rights; they are looking only at and for funda­
mentals. The Senate passes a resolution and this resolution 
receives the approval of Calvin Coolidge, President of the 
United States, saying these leases signed by Edwin Denby and 
Alb€rt F all were executed under circumstances indicating fraud 
and corruption and in violation of law, and yet the President 
hesitates to call for the resignation of one of the men wllo 
signed the leases in violation of the law and under circumstances 
that indicate "fraud and orruption," because he wants nobo<ly 
punished by " hue and cry." 

H e seems to be solicitous, extremely solicitous, that Mr. 
Denby shall be accorded his constitutional rights of being inno­
cent until he is proven guilty, but he seems to have but little 
consideration for the constitutional rights or the American 
people whose property has been bartered away under circum­
stances which· he, the President, says " indicate fraud and cor­
ruption." 

The Senate of the United States by its resolution did not ask 
the President to punish Mr. Denby; it only asked him to call for 
his resignation and thus relieve him of tlie opportunity of 
repeating the offense with which he is charged in the minds and 
hearts of the American people. 

'l'he President may be well within his legal and constitutional 
rights to keep his Secretary of the Navy in the Cabinet, but he 
is doing so against the wishes and desires of the American peo­
ple, and their wishes and desires should be considered in the 
matter. Assuming, for the sake of the argument, that the Secre­
tary of the Navy may be innocent of all wrongdoing, still he 
should not be permitted to remain at his post, because he has 
forfeited the confidence of the American people. Assuming for 
the moment that these leases should be declare.a legal and valid 
in the courts, yet the fact remains that the President of the 
United States and the Senate of the United States have solemnly 
declared that they were executed " not only in violation of the 
law but in defiance of the settled policy of the Government." 

No one longer doubts there was corruption and bribery in con­
nection ""ith the leases, though I do not charge that to Secretary 
Denby, and yet the fact remains that he was one of the parties 
that executed tllese leases, executed them in secrecy, executed 
them in defiance of the settled policy of the Government, and as 
the Senate and President declared in violation of the law. 
If he were merely misled by reason of incompetency or ineffi­
ciency, it makes no difference, the fact remains he disposed of 
the millions of barrels of oil that the Congress had set apart 
for the use of the Navy in case of war. If the acts of the Sec­
retary of the Navy were only the result of incompetency, the 
President should assume the responsibility for seeing that a com­
petent man is placed in his stead. 

Mr. Denby advises the country that his acts were not the 
results of incompetency and defiantly says that " I would do 
it again." Having once bartered away these precious reserves, 
and the P resident and the Senate having approved a bill 
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appropriating $100,000 to be- expended for special counsel in 
nn effort to recover the property, the President allows this 
Cabinet officer to re:main in his position to the end that he may 
again sign a way these reserves as soon as they have been 
recovered, because, he boldly and defiantly says, "I would do it 
again." 

There is not a member of the Cabinet who will admit that 
he had any knowledge of what the Secretary of the Navy was 
doing when these leases were signed. Messrs. Hughes, Hoover, 
Weeks,. and Daugherty have all publicly announced that they 
had no part in and knew nothing about it. If the President 
continues to hold Mr. Denby in his Cabinet he can not divorce 
himself from the policy established by the Secretary of the 
NaYy and the Secretary of the Interior of leasing these reserves. 
The people will believe-they must believe--the President has 
confidence in his Secretary of the Navy. His Cabinet officers 
occupy a peculiarly close and confidential relation with the 
President, and so long as Mr. Denby is retained so long will the 
American people believe that the President approves his acts, 
because he has the power to remove him if he does not approve 
his acts. 

The American people are not asking that Mr. Denby or any 
other man be sacrificed. They are asking for an administration 
of the governmental affairs in an honest and efficient manner 
and by men in whom they have confidence. Whether rightly or 
wrongly, whether it be h.is fault or his misfortune, the people 
have lost faith in the Secretary of the Navy, and they desire to 
have in that position a man in whom they haYe confidence, and 
the longer he remains in that place the less confidence the peo­
ple will have in the executive branch of the Government. 

The loss of these reserves would entail a lo s to the American 
people of probably many hundreds of millions of dollars, but 
thnt loss is not comparable to the damage done the Govern­
ment in the loss of faith in the honesty, integrity, and efficiency 
of tlle Go•ernment officials. The Teapot Dome scandal has 
undermined the very foundation of popular government a 
thousand times more than all the communists could do in a 
hundred yenrs, and there is but one man in the United States 
who can make any material headway at re toring that confi­
dence, and that man is the President of the United States, and 
the American people are asking-

When will the President act? 

REVEN1JE ACT OF 1924. 

Mr. GREEN of Iowa. Mr. Speaker, I move that the House 
resol'\"e itself into Committee of the Whole House on the state 
of the Union for the further consideration of the bill (H. R. 
6715) to reduce and equalize taxation, provide revenue, and for 
other purposes ; and pending that motion, I may say that the1·e 
seems to be a little conflict about the amount of time used on 
the respecti\e sides, but it is clear that both of us have used 
practically the same time, although perhaps I have not used 
quite as much time as has been used on the other side. In 
order that there may be no difficulty about the regulation of 
the time, I a k unanimous consent that the remaining time for 
general debate be divided equally. 

Mr. COLLIER. Mr. Speaker, there is a difference of only 
three minutes. 

Mr. GREEN of Iowa. I thought there was more difference 
than that. I will withdraw the request. 

The motion was agreed to. 
Accordingly the House resolved itself into Committee of the 

Whole Hou e on the state of the Un.ion for the further con­
sideration of the bill (H. R. 6715) to reduce and equalize taxa­
tion, to provide revenue, and for other purposes, with Mr. 
GRAHAM uf Illinois in the chair. 

The CHAIRMAN. The House is in Committee of the Whole 
House on the state of the Union for the further consideration 
of the bill H. R. 6715 which the Clerk will report by title. 
T~ Clerk read as follows: 
A blll (II. R. 6715) to reduce and equalize taxation, to provide reve­

nue, and for other purposes. 

l\Ir. COLLIER. lli. Chairman, I yield 10 minutes to the gen­
tleman from l\lichigan [Mr. CLANCY]. 

The CHAIRMAN. The gentleman from Michigan is recog­
nized for 10 minutes. 

Mr. CLANCY. Mr. Chairman, I wish to announce to gentle­
men of this House that tbe owners of over 15,000,000 auto­
mobiles in this country are going into some measure of politics 
to protect their rights, and they are going in with their friends 
and relatives. The reason is that they have been given ai raw 
deal by the hard-boiled old guard oi the Ways and Means 
Committee. 

The olff guard of this committee have recommended a tax 
repeal of $11,000,000 on candy; $13,000,000 on jewelry; $29,000,-
000 on telegraph and telephone messages ; $10,000,000 on soft 
drinks; $35,000,000 on movies and theaters. They gave the 
automobile and truck owner the marble heart. 

Representatives of the great automobile organizations claim 
they had trouble in getting the right even to present their case. 
The old guard thought they had heard enough already from 
the automobile owners, these 15,000,000 voters. They showed 
a tendency to deny even the American citizen's basic constitu­
tional right of petitioning to redress his grievances. 

The Democratic Members of this House are lining up to re­
dre s these grievances. They tried to get some relief in the 
Ways and Means Committee, but failed. The 11 Democratic 
members of the Ways and Means Committee favor some relief 
now. l\Ir. GARNER, leader of the minority on the committee, de­
clared for it on the floor of the House a few days ago. l\Ir. 
OLDFIELD spoke for it also in his speech a few days ago. So did 
1\fr. COLLIER and Mr. TAGUE, and so will l\Ir. RAINEY. So will 
all our leaders. 

It is now Democratic policy and one of the cardinal points 
of our faith to sympathize with the much-oppre ed automobile 
owner. The Democratic Ways and Means Committee under 
Claude Kitchin killed these taxes in the committee for seven 
years, from 1911 onward, until the war broke, despite desperate 
efforts to levy these taxes-Kitchin and tl1e Congre sman from 
Detroit, :\'t!r. Doremus; and now the 11 Democratic members of 
the Ways and Means Committee have made fair treatment of 
the automobile industry and the automobile and truck owner 
Democratic policy. 

It is only the old guard of the Republican Party which is 
standing for oppression and unfair treatment. Enough liberal 
Republican l\fembers have declared for a measure of reasonable 
relief within the past few days to prevent this matter from be­
coming a partisan question. The old guard defeated 70 Re­
publican Members last session. There are 70 vacant seats on 
that side now and 70 more seats on· the Democratic side now. 
The old guard, and particularly the old guard of the Ways and 
Means Committee, are responsible. 

The old guard is working to make some more empty seats 
on this automobile question. They want to send some more 
good Republicans to their doom next fall by sending them back 
to their districts to explain how they just had to relieve the 
taxes on candy and soft drinks, and movies, and telegraphs, 
and telephones, and the railroads, and chewing gum, but just 
bad to give the automobile owners a rebuff. 

The automobile owner is highly organized. The powerful 
farmers' organizations of the country are standing with them. 
They are led by able, clever, energetic leaders-men with a 
punch and men with courage; men who can become just as 
hard boiled as the old guard. If you challenge them, if yon 
dare them to fight, the results will be on your own conscience, 
if it is proper to consider the old guard Members as having 
consciences. 

Our program for the fight here on the floor is reasonable. 
The auto and truck owners paid out $146,000,000 last year on 
these war excise taxes. We are asking a reduction of about 
$25,000,000. That is all. 

I recommend tbe reduction of the parts, tires, and accessories 
tax from 5 per cent to 2i per cent. This cuts the tax in half. 
Forty million dolla s was raised last year from this tax. To 
cut it in half gives the motorists $20,000,.000 in relief. This 
reduction brL'1gs relief to all the 15,000,000 users of automobiles 
and trucks owned in the United States. 

Th1.il is the nuisance or misfortune tax on the owner who 
ruins a tire or breaks an axle or spring or any part of his auto 
or truck. It is a penalty on his mi fortune. It is double tax­
ation-a tax on the original part and on the repair part. The 
motor vehicle is the only commodity in the United States which 
must pay a repair-parts levy. Tbe part tax is the most odious 
of all the war excise taxes on automobiles. 

All the powerful automobile and truck organizations of the 
United States are backing me in asking the 50 per cent reduc.­
tion of the misfortune tax on parts. Practically every farmers' 
organization repre ented in Washington backs me also in this 
reasonable request. 

I am going to fight for the repe=il of the 3 per cent war 
excise tax on motor trucks of a capacity of 2 tons and under. 
I am not asking at this time for the repeal of the tax on the 
big, heavy motor truck which the friends of the railroads are 
fighting in this Congress a.nd which they claim gi"rns a great 
deal of wear and tear on the public highways. 

I am asking for the repeal of the ta."{ on the small trucks, 
wfileh is the truck of the farmer and the truck of the grocer 
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and the butcher and the merchant who delivers the necessities 
of life to your front door or your back doo1·, according to your 
station in life. I am asking for the repeal of the tax on the 
produce and the food truck. 

This repeal means the loss of only a small amount of revenue, 
considering the size of the budget necessary to run the coun­
try. It means approximately $5,442,900 loss in revenue, and 
yet it takes the war tax off 91 per cent of the trucks in use in 
the United States. 

This is one of the most indefensible of all Federal taxes. 
It is a tax on transportation, and Secretary Mellon says he is 
against transportation taxes. It is a tax on the distribution 
of the most simple and the most vital necessities of life. 

Now, gentlemen, I want to explain these charts for a moment 
or so. Members of the Ways and Means Committee try to give 
you the impression that it is the rich automobile owner and 
the magnate in the industry who would be benefited by a reduc­
tion of these taxes. These taxes are directly upon the owner 
of the automobiles and trucks, and there are 15,000,000 owners 
in the United States, and this chart shows the apportionment 
among the various States. For instance, in Ohio, in the State 
of our good friend, the majority leader, there are 1,074,000. 
This other chart shows where the cars are-not in the hands of 
the rich but in the hands of the farmers principally. To a large 
extent the farmers are the largest buyers of automobiles, the 
sales being 33 per cent in towns of 1,000 or under. Seventy-five 
per cent of all cars are sold in towns of 50,000 or under, and 
only 25 per cent in towns of 50,000 and over. 

This other diagram shows graphically how high the propor­
tion of owners runs in towns of under 5,000. 

This other chart shows that 70 per cent of all cars are sold 
at retail at less than $1,000, and proves the great bulk of cars 
are sold to the ordinary man, to the common people. 

The members of the Ways and Means Committee have made 
a great point of the fact that the automobiles use the roads. 
This chart shows that in the last six years, 1917 to 1923, $589,-
000,000 was raised from these Federal war excise automobile 
taxes, whereas only $265,000,000 was put back into Federal 
good roads. 

Mr. GREEN of Iowa. ·Will the gentleman yield? 
Mr. CLANCY. Yes. 
Mr. GREEN of Iowa. The gentleman says only $26G,OOO,OOO; 

does be know of any other case where money has been spent for 
the special benefit of the pa1·ties who are taxed in that way? 
The fact of the matter is the automobile owners have just that 
$265,000,000 ad•antage over anybody else. 

Mr. CLANCY. The gentleman knows •ery well that these 
roads and the use of the automobile have developed property 
values along these roads at least 50 per cent. Why persecute 
the auto owner on that account? 

Mr. OLDFIELD. In addition to wha1t Mr. Clancy said, auto­
mobiles, trucks, gasoline, and oil are all paying for those roads. 

Mr. SNYDER. Of course, the gentleman appreciates that 
all these automobile owners and users will participate in what­
e•er other reductions there may be, aside from the taxes you 
have mentioned. 

Mr. CLANCY. They do not get the direct relief they would 
get from an automobile tax reduction. 

Mr. SNYDER. The reduction on candy and the other things 
you have mentioned also benefits the automobile user. I am 
somewhat in sympathy with the gentleman's argument about a 
reduction of the tax on automobile parts and replacements, but 
be must not overlook the fact that if either one of these bills 
goes through, the Mellon plan or the Garner plan, the man 
who uses an automobile will participate in the saving or reduc­
tion made. 

Mr. CLANCY. The gentlemen of the Ways and Means Com­
mittee made a great point with the representatives of the auto­
mobile associations that they were to get a large benefit through 
the high surtax being reduced, presumably from 50 per cent to 
25 per cent, and presumably upon the rich men of the industry, 
and that that reduction would fi1ter through to the relief of the 
auto owner and user, but the gentlemen know that just as soon 
as the Ways and Means Committee brought their program for 
a 50 per cent reduction of the high surtax on the floor of the 
House it was killed, and now you are talking about a 37-i per 
cent surtax instead of 25 per cent. [Applause.] 

I yield back the balance of my time. 
The CHAIRMAN. The gentleman yields back one minute. 
Mr. GREEN of Iowa. Mr. Chairman, I yield 15 minutes to 

the gentleman from New York [Mr. CROWTHER]. 
Mr. CROWTHER. Mr. Chairman and gentlemen of the com­

mittee, instead of a discussion Hlong scientific and practical Unes 
regarding taxation, during the last few days the debate has 
degenerated into personal attack and criticism of Republican 

members of the Ways and Means Committee by the Democrats 
across the aisle. I think the attacks made on my colleague, the 
gentleman from New York [Mr. MILLs], were absolutely unwar­
ranted. And, by the way, he does not need my defense; I hold 
no brief for him; he can take care of himself splendidly. 

When I read in the RECORD the attacks made by the gentle­
man from Texas [Mr. GARNER], the gentleman from Missis­
sippi [Mr. COLLIER], and the genleman from New York [Mr. 
O'CONNOR] it seems to me that they are going far afield in 
developing what they consider a logical argument against the 
tax bill. Personally I think my colleague [Mr. MILLS] knows 
more about taxation than the great majority of Members on the 
Democratic side of the House. 

This is not a matter of personal attack or the effect of the 
bill on an individual. This tax reduction is asked for along 
national lines, for the good of the country, and along non­
partisan lines, as outlined in the first statement of the Secretary 
of the Treasury. But it is manifest that the minority are not 
concerned regarding the general welfare of the country, and 
intend to play politics to the limit and defeat the bill if possible, 
or else so cripple it with obnoxious amendments that it will be 
unsatisfactory to the American people. 

The gentleman from Texas [Mr. GARNER] states that the 
Mellon plan does not help anybody except a few rich people, 
and that his plan will help 6,000,000 of the taxpayers. He 
forgets to inform us that the rates in his plan are so ill advised 
and ill considered that the result will be a deficit of between 
five and six hundred million dollars. 

l\Ir. GARNER says he wants to be fair and that his every 
effort has been to expedite the passage of this bill, but the 
truth of the matter is that be does not care whether this bill is 
passed or not, because during all the time that he was express­
ing great interest in the passage of the bill he was getting ready 
to prepare the so-called Garner plan. That was his real ob­
jective while he was sitting with the committee as a member 
of the minority and practically the leader of the Democratic 
sicle. He prepared the substitute; I have it here, and the 
speech accompanying it contains some statements that are as 
mi leading as they are amusing. In this speech of the gentle­
man from Texas, and it seems to be the type of statement you 
mi~ht expect from that source, evidently a case of exaggerated 
ego, be says : 

The conclusion is apparent that only the Democratic Party can be 
relied upon to write sound, equitable, well-balanced tax legislation, 
avoiding extremes in either direction, but requiring the people to pay 
according to ability, and striving at all times to do justice to every 
class of taxpayers. 

So the Democrats allocate to themselves, through their agent, 
Mr. GARNER, all the knowledge and wisdom necessary in pre­
paring a sound tax measure. 

Contiuuing, he says: 
I obtained the following figures from the Democratic headquarters, 

which will visualize some of the outstanding features of the Mellon 
plan. 

I do not know where" Democratic headquarters" are located, 
but if I had one guess I should say that it was Daniel C. 
Roper's office in Washington. 

The gentleman from Mississippi [Mr. COLLIER] has also de­
livered his ultimatum in condemnation of the Mellon plan. He 
stated on the floor that some clairvoyant was supplying the 
estimates to the Treasury Department and by his statement 
be discredits the actuaries who have advised both Democratic 
and Republican officials of the Treasury when they severally 
were in power. Discrediting Republican policies and officials 
is not a new venture for the gentleman from Mississippi. He 
has posed as a clairvoyant on several occasions; his specialty 
being prophecy of dire disaster and distress, and the country's 
destruction, every time we pass a Republican prGtective tariff. 
Thus far he b.as made a dismal failure as a crystal gazer, but 
he is living in hope and I trust he may not die in despair. 

The gentleman from New York [Mr. O'CONNOR] attempts to 
indorse Democratic procedure by a further attack on his col­
league, Mr. l\1rLLs, and in closing he says: "Now, gentlemen, I 
am sorry to have inflicted this on you." You will observe that 
he recognizes his speech as an infliction, and then he follows 
with this remarkable statement : 

New York is not typified in its advocacy of the rights of its inhabit­
ants by the gentleman from New York [Mr. MILLS]. 

Of course, this is a frank declaration that the gentleman from 
the sixteenth New York is the only simon-pure representative 
of the inhabitants of New York. He admits it. 
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He also charges the chairman, l\1r. GREEN, with having re­
ceived bis inspiration for a 25 per cent reduction in 1923 taxes 
from the great Governor of New York. If the gentleman will 
look up the newspaper files for the last week of December, 1923, 
he will find that the recommendation for the tax-reduction 
program in New York State was outlined by Republican State 
Chairman George K. Morris in a statement given to the press 
before Governor Smith had suggested the reduction in his 
Inaugural addr s. Stick to the facts, brother, and you will 
last longer with the folks at home. 

Our folks at home must not lose sight of the fact th-at 60 per 
cent of their burden of taxation is composed of State and local 
taxes. 

The revision of taxes during this Republican administration 
reduced the burden $840,000,000 and the increased exemptions 
1n the revenue act of 1921 relieved the great mass of our 
American workers from the payment of Federal tax. 

The relief afforded in this measure will give an added im­
petus to industrial and agricultural activities. The best actu­
aries in the country have given us the benefit of their knowl­
edge in careful estimates. I have great admiration for Secre­
tary Mellon's ability as a financier. I believe he kept us from 
the dire disaster of a second period of deflation by his master­
ful handling of the Government's indebteclness. The only mat­
ter I disagree with the Secretary on is the fact that there are 
too many Democrats in the Treasury Department. When 
Democrats win they clean house and bang out a sign on which 
is printed "No Republ" cans need apply." But I am here as a 
Republican, believing in my party, proud of its ideals and at­
tainments, and the tremendous factor it has been in making 
this the greatest and best country on earth, and I shall support 
the bill. 
- l,\Ir. Chairman, the committee has given this bill careful con­

sideration and has made a few changes in the plan as originally 
submitted. 

The recommendation of the Secretary as to taxation of com­
munity property to the spouse having control of the income has 
not been adopted. Seven States enjoy a marked beuefit under 
the existing law and I trust the subject may be taken up later 
for discussion. l\Ir. McCoy informed me that if the separate 
returns of mun and wife were recognized as a joint return for 
the purpose of surtnx asse sment it would br"ng to the Treasury 
Department $~W.OOO 000 annually. This proposition is deserv­
ing of the seriou consideration of the House. 

The bill carries a reduction of $108,000,000 on so-called 
nuisance ta.xe , and yet this will not satisfy everyhody, as :s 
demonstrated by the complaint that the automobile tax ha not 
been removed. I faYor a reduction in the tax on parts and 
accessories from 5 to 2i per cent, and shall support such an 
amendment if offered. 

I do not favor the excise tax except as a war measure and 
hope that in the near future we may be able to abolish it 
entirely. 

The issue is squarely before tbe House--the Mellon plan or 
the Garner plan; tbe former prepared by the ablest actuaries in 
Government service, based on sound economic principles, giving 
an equitable degree of benefit to all the taxpayers, and produc­
ing re·rnnue sufficient for the functioning of the Government. 
The Garner plan is simply a political hodgepodge. designed to 

- muddle the situation, create dis ention, and finally deny the 
relief demanded by the American people. The Democrats hope, 
with the aid of Republican insurgents, to defeat the Mellon plan 
and embarrass President Coolidge by their action. They will 
find before we are through with the question that the President 
is calm and clear-beaded and is pos es ed of an abundance of 
gray matter that works in conjunction with a stiff backbone; 
and the folks at home, while not loudly demonstrative, are going 
to give preference to the policy of Calvin Coolidge ~s against the 
policy of " Mustang Jack " GARNER. [Applau e.] -

A careful analysis of the speeches made on the Democratic 
side evidenc~ the fact that they bave t1ied to express but one 
thought, and the gist of the combined arguments is contained in 
the sentence " Soak the rich." 

The regrettable fact in connection with this whole subject of 
taxation is that with all the wealth of legal talent in the House 
and in the sanctum sanctorum at the other end of the Capitol 
and high-salaried legal advisers in the Treasury Department it 
seems to be impo sible to so frame a tax law that will by its 
terms prevent legal avoidance. I quote from letter of Dr. T. S. 
Adam , profe sor of economics at Yale University and former 
president of the National Tax Association, addressed to Chair­
man GREEN of the Ways and Means Committee of the House: 

• • • If the new income tax-the income tax o! 1924-falls to 
reach and actually tax the rich taxpayers, whose fault wlll it be? Who 
will be responsible for the further degradation of the income tax? 

We shall not be able to blame · the rich. They escape, for the most 
part, by legal avoidance, not by illegal evasion. Few people, rich or 
poor, pay taxes which they can lawfully avoid. We shall not be able 
to blame the ad.ministration if the tax law carries rates which Secre­
tary Mellon and his Democratic predecessors have said it is impossible 
to collect in times of peace. Secretary Mellon will have a perfect alibi. 
But he has stated as his opinion that a maximum surtax of 25 per 
cent will reverse the tide of avoidance and permit the income tax to 
be creditably, if not perfectly, administered. Under such circumstances 
ls it not the wisest thing for those who genuinely care for the future 
welfare ol the income tax to take Secretary Mellon at his word? Give 
him the 25 per cent maximum which he requests, and then hold him 
and his ad.ministration responsible for the results. 

In the name of political honesty, what difference does it make 
whether the maximum tax be 65 per cent, 45 per cent, or 35 per cent 
if such rates will not be collected in a dwindling minority of cases? 

I trust that good judgment and common sense will prevail 
during the final vote, and that the so-called insurgents will 
stand by the party whose banner they at least pretend to carry. 

The Democrats will not support the Frear plan, indorsed by 
you so-called progressives, but they will use your votes to defeat 
the Republican side of the House. You are creating a Demo­
cratic majority in the House, which is an unjustifiable pro-
cedure and an a.ffront to the President. · 

'l'he people of this country have faith in Calvin Coolidge, the 
President of the United States. Let us vote as Republicans on 
this bill that the country may renew its faith in Congress. 
[Applause.] 

The CHAIRMAN. The time of the gentleman from New 
York has expired. 

1\Ir. COLLIEil. Mr. Chairman, I yield five minutes to the 
gentleman from New York [Mr. JACOBSTEIN]. 

1\lr. J.ACOBSTEIN. 1\1r. Chairman, I am going to vote for 
tax reduction, but with my eyes open. I shall neither delude 
my elf nor deceive the people into believing that the contem­
plated tax reductions will lower the general level of prices arnl 
thereby reduce the cost of living. 

By radio and on the movie screen people have had it dinnecl 
into their ears and eyes that the Mellon plan will reduce the 
cost of living_ The President of the United States was himself 
a victim of the vicious propagancla. In his New York City 
address on Lincoln Day he stated : 

I am for it [the Mellon plan] because it will reduce Nie cost of 
living. 

Nothing can be furthe ... from the truth. It is calculated to 
deceive, as it must ultimately disappoint, the mass of people 
by filling their hearts with fond hopes and sweet dreams of 
lower living costs which can not be realized. This fallacious 
and mischievous political buncombe is in the same class with 
that stuff which was handed to the American voters in the 
fall campaign of 1920. When the awakening came, both for city 
worker and the farmer, a political upheaval came naturally 
enough, and with withering effect in the fall of 1D22. 

With this lesson in mind, I want to place my elf on record 
that in voting for tax reduction I do not believe this reduction 
will be accompanied by any lowering of the general level in the 
cost of living. 

If .Mellon had really wanted to lighten the burdens of the 
mass of people by the lowering of prices of commodities which 
enter into the cost of living he should have recommended either 
an elimination or a reduction in some of the excessive and ex­
orbitant tariff rates. An elimination or a substantial reduction 
in tariff rates on a few substantial articles like sugar and wool­
ens would have conferred more benefit upon the worker and 
the farmer than the entire effect of the passage of the Mellon 
plan in toto. 

It is impossible to believe that a reduction in the personal 
income tax, including the surtax, can have any effect on the 
sales price of commodities or upon services from which the in­
come is derived. Is there anyone here who will believe that the 
price of food, clothing, rent, gasoline, or the fees of the lawyer, 
doctor, or dentist will be reduced in the slightest degree by vir­
tue of a reduction in the taxes that are going to be paid on 
personal incomes? Certainly no economist and no tax expert 
of note believes this. I am confident that the tax expert who 
advised 1\Ir. Mellon in the drafting of his plan had no such 
delusions. 

Since two-thirds of the entire amount to be saved to the 
taxpayer will be effected by a reduction of rat~s on personal 
income, we must conclude that very little is left to trickle 
back to the consumer. 

The remaining one-third to be released by the reduction in 
taxes will be effected through the elimination or the reduction 

, 
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in specific excise rates, rates effecting a Vf!r'Y ·few tndustries­
tele11hone, telegraph, candy, n:nn:mements, and a "few others. 
.How much of this ·reduction will ·be passed along to the ulti­
mate consumer it is difficult to state. But even admitting that 
most of it will be returned to the consumer, how little is this 
total it-em in comparison with the .total amounts of money 
spent by these consumers on the necessities and the luxu1'ies 
·of life. 

The chief beneficiaries of the tax-reduction program will be 
those who will have their personal income tax bills reduced. 
This being so, I am going to vote for that bill which will spread 
the benefits among the greatest number of taxpayers. I am 
more interested in ·helping the man at the 'bottom rather than 
.hurting the man on top. For this reason the Garner plan and 
the Frear plan appeal to me as offering more relief to the 
greatest number of _people, especially at the bottom. 

I believe relief also can be given to the small business man 
by a revision of our corporation income tax law. I believe the 
uniform ·flat r.ate of 12! per cent an ncl incomes of corporations 
works to the advant-age of those concerns making large rate~ of 
·profits and hurts the busine s man, small or large, who makes 
less than a normal rate of profits. My colleague, l\Ir. OLDFIELD, 
has called attention to the injustice of this situation. Mr. 
FREAR has pTomised to introduce an amendment to the present 
bill touching this pron ion. 1 hope his amendment will pro­
vide a schetlule .of graduated rates based upon and varying with 
rates of profits as related to invested capital. This, in brief, 
would be applying the ound and accepted principle of~ a pro­
gressive grad1latecl income tax to corporation income. 

When the amendment suggested is proposed, I shall enter 
into a <Iiscussion of ·the t chnical aspect of thi question. 

I wi"Sh to eonclude by repeating that I shall vote for tax 
reductirn with the belief that its chief beneficiaries will be 
those who now pay per onnl income -taxes. There will be no 
eduction in the cost of living for the ·mas es. [Applause.] 

Mr. COLCIEJil. l\fr. Chairman, I yield two minutes to the 
gent·eman from Florida [l\fr. SEARS]. 

'Ur. SEARS of Flo-rida. l\ir. Chairman, before I begin my 
·remarks I ask ' tmanimous consent to ·extend my remarks in the 
'IlEconn by inserUng therein a copy of a letter I wrote to the 
T_Jalm Beach Post, an euito1·ial trom the ·Post, a copy of letter 
received from a trust company of New York, together with 
copie uf ·propaganda sent out with said Jetter, and. a copy of 
the ballot in the Literary Dige t and some remarks about it. 

The CHAIRMAN. :There was general leave granted to all 
Members to eJ...'iend their own remarks in the RECORD, but the I 
Chair bel ieves that this doe· nflt come under that general leave. 
The gentleman from Floridu asks unanimous consent to e:x::t:end 
his remarks in the TIEconn by including therein certain letters 
to which he has referred. Is there objection? 

i\1r. GREEN of Iowa. Reserving the right to object, l\fr. 
Chairman, will the gentleman stnte what that matter is? 

l\Ir. SEARS of "Florida. The letter that I WTOte to the Palm 
Beach Post, an edit<rrial in the Palm Beach Post, the ballot 
that is being ent out by the Literary Digest, and a copy of 
letter Teceived from ·a ·New YoTk trust company, togetl1er with 
copies of propaganda sent out with said letter. I could take 
up ~our time and read these, antl I .therefore trust the gentle­
man will not object. 

l\Ir. GREEN of Iowa. The ~ditorial, 'I think, ought not to 
go in. 

Mr. SEARS of Florida. Very well. I will leave the editorial 
out, as it is covered in my letter. The rest goes in. 

The CHAIRMAN. With the modification suggested, is there 
objection? 

There was no objection. 
1\1r. SEARS of Florida. I would like to ask ·the gentleman 

from l\Iiss.issippi a question. As .I understand it, the .Republi­
cans drew this bill; or I should say Mr. Mellon drew ·this bill? 

l\1r. COLLIER. That is my understanding. 
Mr. SEARS of Florida. I understand the Democratic mem­

bers were not permitted to participate in the consicleration 
of the bill 

Mr. COLLIER. We participated in it to some extent. 
Mr. SEARS of Florida. As I understand it, on the last day 

there was a motion to report the bill out, and you were per­
.mitted to be there then but not permitted to offer any ·amend­
ments. 

Mr. COLLIER. Yes. 
1\1r. LONGWORTH. Mr. Chairman, will the gentleman yield 

right there? 
Mr. SEARS of Florida. Yes. I 
Mr. LONGWORTH. Of coUl'se, I was not present, but is 

it not a fact that the Democratic members were not debarred 

from -participation in the consideration o'f any -part of the bill 
except that part which re1ated to the surtax? 

Mr. CO:CiaER. Practically . 
Mr. SEARS of"Florida. 'l\Iy colleague from New York who 

just spoke and defended his Republican colleagues said my 
good 'friend Mr. G.A:BNER, the gentleman from Texas, was busy 
drawing a bill instead of helping to pass a bill I hold no 
brief for ~Ir. GABNER. 'Ile can take caTe of himself. 'I win 
say this, ·a1though he is the ranking Democratic member of 
the Ways and Means Committee, he and bis Democratic col­
leagues antl members of said committee were not e"Ven per­
mitted to attentl many meetings of the committee. Yet you 
say we have made this a partisan arul political · question. The 
gentleman from Texas, if my wemory is correct, tried several 
times to secure information from the ·Secretary of the Treas­
ury but 'Could not do so. In view of the above, I know the peo­
ple of th-e country will commend him for his efforts in their 
behalf and not condemn him. 

Let me also call the attention of my good friend to the fact 
that the President of the United States, speaking in New York, 
appealed to the people to favor the l\Iellon plan and force 
Members of Congress to vote for that plan. His speech was 
broadcast over the radio and was also in the press. Now, the 
press does not often intentionally mislead the people. I know 
newspapeT men, and 98 per cent of them are honest and fair. 
I used to write heavy editorials [laughter] and I never de­
liberately misled the people. 

I am sorry the " rebel yell " disturbs my friend from New 
York. I believe the "rebel yell" disturbed the Germans when 
the boys from the South helped the boys from the North, East, 
and West break. the Hindenburg line, and I believe that my 
good friends from the North who have gone down into my dis­
trict have not forgotten wbat the boys of the South did dming 
the war. While down at the War Department a few days a.go 
I saw a picture, and on it was" The Yanks never focy;ot how to 
sing at Verdun." I know many sont11ern boys were there. 
{Applause.] 

Mr. Chairman, the following is, in part, the letter I referred 
to and which sets forth my a t titude on this bill. It is self- ' 
explanatory and needs no further explanation on my part-: 

FEBRUARY 1), 1924. 

Hon. D. H. Co:rn:I.iING, 
We t Palm Beach, Ji'la. 

MY DEAR .MR. CONKLil'iG : I have before me the Palm Beach Post of 
the 6th instant, and I have just read with a grrat deal of pleasure 
and interest your etlitorial " Which <lo the people want? " referring 
to the tax bill which will be introduced some time next week. 

I was wondering if there was anything in mental telepa thy, for the 
editorial is, in part, what I have been writing to my fri ends through­
·out the district. The Post has always been very friendly to me, and I 
appreciate the editorial, which, although you did not know it at the 
time, indorses the attitude I have taken. I am quoting you, in part, 
in a letter which I have written to several of my friends. Of course, 
you can readily understand, having been swamped with propaganda to 
supp-ort what is known as the Mellon plan, it is impo sible for me to 
go into detail in writing everyone, for if I did I would not have time 
to do .anything else. Quoting from the letter, in part, as follows: 

"I have simply been swamped with telegrams and letters from all 
over my district urging me to support the Mellon plan. I also see by 
the pap.ers where the Assistant Secretary of the Treasury :;;poke at 
Baltimore urging the Mellon plan but did not give any specific reasons 
why the particular plan should be adopted, except unless the Mellon 
plan was adopted the initiative of the rich would be stilled and killed. 
The other night I listened in over the radio to the Undersecretary of 
the Treasury give out a speech which went throughout the country, but 
he did not go into the facts and figures. 

In the Cleveland Times of JanUDry 2:5, 1924, the re are four e ntire 
pages of .advertisements advocating the Mellon plan, and in said ad­
vertisement I note the following: "This body (Ways and Means Com­
mittee), of which 12 are Republican and 7 Democratic, is now dis­
cussing · the plan in detail. Many changes and a,mendments are being 
suggested by political opponents of ~tr . .Mellon and President Coolidge." 

I ·have endeavored to · seeure from my friends in Florida who have 
written me advocating the Mellon plan the information upon which 
they reached the conclusion, in "Order that I ·would be in a "pos1tion ·to 
intelligently argue the question before the House when the bill is re­
ported. Let .me call your attention to the fact that Congressman 
GARXER of Texas, the ranking Democrat on the committ-ee, stated on 
the floor of the H-0use that he had repeatedly request~d ~nd· -practicalty 

.,tlemanded from the Secretary of the Treasury certain informai;ion rela­
tive to the Mellon plan, but he-had been ..:unable 1 to -secm:e any informa­
tion. Let me further call your attention to the fact that there are 26 
members of the Committee on Ways a.nd Means instead of 19, as stated 
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n the article referred to, but a mere matter of 7 members does not 
make very much difference with some who charge that the political 
opponents of Mr. Mellon and Mr. Coolidge would go to any extreme to 
accomplish tlteir object. Let me further call your attention to the 
fact that the press quotes the chairman of the committee, who, of 
course, is a Republican, as saying the Republicans would prepare their 
own bill. Let me fUl'ther call your attention to the fact that Congress­
man Lo 'GWORTH, Republican leader in the House, in a recent inter­
new gave out a statement that the Mellon plan would be modUied, and 
unless modified could not be passed by the Republicans, who are in 
control, so you see the Republicans have abandoned the plan and there­
fore, I presume, are also the political opponents of the department. 

YO UR EDITORIAL PRACTICALLY MY LETTER. 

I have before me a comparative statement of the Garner and Mellon 
plans prepared by the Democratic National Committee, which shows 
under the l\fellon plan of the 42,249 in Florida making income-tux 
returns, only 28 would be benefited, while under the Garner plan 42,221 
would be benefited. If these figlll'es are correct, knowing you as I do, 
I know it is needless for me to ask the question, Which plan would 
you be for? 

The tax question is no new idea with me, for while home this summer 
I spoke at Melbourne, West Palm Beach, Homestead, and other places 
in my district and emphatically stated there must be a reduction of 
taxes-city, county, State, and National-as the people could not much 
longer bear up under the load. While I do not believe it is neces:::ary 
to refresh your mind, I am satisfied you have not forgotten that more 
than a year ago while talking over various matters with you I made 
the same statement . 

I am not committing myself to any plan, becau e I do not know what 
plan will finally be submitted to Congress, and certainly you and my 
friends would not ask me to commit myself to a bill until I know just 
,-,bat the bill contains and what the hearings are. I as ure you I shall 
only vote for such plan as will give the greatest relief to tho e most 
entitled to it. 

Now, I sincerely trnst you will not construe this letter as a complaint 
from me because of the passage of these resolutions. !or I know my 
fri en ds are just as sincere as I am, and I ha>e written this Jetter 
solely hoping I might secure some information on the Mellon plan and 
also upon what information the r esolutions were pas. ed. I alwa;rs invite 
advice from my friends, because in dealing with uch great questions 
as the above OJle can not get too much information . 

I am inclosing for your considnation several copies of the Garner 
speech, which compares the Mellon plan with the Garner plan, and 
would like for you to read the same ovet· and write me ju,t what you 
think of it. 

The press has stated Members of Congress have been polled pro and 
con on this question, but I desire to assure you as far as I am concerned 
such is not the ca e, and I presume such is not the case with many 
Members on both sides. 

From my colleagues I understand the few meetings of the committee 
the Democratic l\Iembers have been permitted to attend were in executiYe 
session, and I have therefore bePn unable to secure any information, 
and if a Member of Congress who is responsible to so large a constitu­
ency can not secure the information I am wondf'r ing why there ls uch 
a propaganda for any plan and why so much money is being spent in 
'an effo1·t to educate the people to support the proposed plan of Mr. 
Mellon and facts relative to any changes are withhelu from the people. 
I have nothing against the rich, but you know as well as I do that 
Uncle Reuben can not pay fo1· an advertisement in any way approaching 
the amount which is being spent for the purpose of advocating the 
Mellon plan, and he simply bas to rely on his Representath·e to do the 
right thing. 

No doubt you recall the talks I made at West Palm Ileach , in which 
I referred to the tax question nnd also our conversation. 

Let me assure you and the readers of the West Palm Beach ro t I 
shall carefully study the bill when it is reported, and I tru t my vote 
will meet with the approval of my constituents. 

Trusting ycu and yours are well, and with warm pers0J1al regards, 
I am, 

Very sincerely, W. J. SEARS, Member of Oong1·ess. 

I also desire to call your attention to the ballot which was 
published in the Literary Digest, and let me particularly call 
your attention to the reading of the ballot. You will note the· 
ballot is so worded as to appeal to those who are opposed to 
the bonus as well as those who are in favor of tax reduction, 
and that there is no way to tell who signs the ballot. I have 
carefully read the article in the Literary Digest of February 2, 
1924, and am frank to confess I do not find any explanation of 
the Mellon plan, although it would appear that the press has 
l>een able to secure information which Members of Congress have 
not been able to secure. The ballot is as follows: 

First retunis tn, "The Digest's" 15,000,000 poll. 

SECRET BALLOT-No SIGNATURE-No CONDITION-NO OBLJGATION­
JUST MABK AND MAIL AT ONCE. 

Do you favor the Mellon plan for tax reduction? 
Secretary Mellon says his plan can not be carried out if the bonus to ex-

servlce men Is paid. ~ 

If you do favor the Mellon plan mark a X under "Yes.'~ LJ 

~ If you oppose the Mellon plan mark a X under "No.'~ LJ 
To assist in tabulation by States, please write the name of your State here: ...• 

FACSLIDLE OF THE CABD THAT CABRIBS THE VOTE. 

Approximately 15,000,000 of these ballots have been mailed in separate 
envelopes, each bearing a 1-cent stamp to prepay return postage. The card 
is pictured here only to illustrate how the vote was taken, and can not be used 
as a ballot. 

Not for use. 

Under the permission granted me, I am also printing a letter 
received from one of the trust companies of New York. I am 
leaving the name of the company blank because I have always 
felt it was not proper to simply strike at one individual when 
perhaps others were equally involved. Perhaps, in taking this 
attitude, I am wrong, but until I am convinced I am in error I 
shall not change my policy. The letter follows : 

THE --- TRUST COMPANY OF NEW YORK, 

Nf31.-0 Yo1·Jc, January 18, 1924. 
Hon. WILLIAM J. SEARS, 

Hoitse of Representatives, Washington, D. O. 
DEAH Srn: We take the liberty of inclosing a copy of a communica­

tion which we recently sent out to stockholders and employees of this 
institution, with an accompanying form, as well as a copy of a' letter 
to the Senators of your State, both of which are self-explanatory. 
The latter states the reason for our handling the situation -as we have. 

You will recognize, naturally, that our sole object is the patriotic 
one of endeavoring to be of assistance in promoting the welfare of the 
country. 

Very truly yours, --- ----. 

Let me further call your attention to the printed letter which 
has evidently been mailed out by the thousands, judging from 
the number I have received, to Members of Congress urging 
them to support the l\lellon plan, but giving no information as 
to what the Mellon plan is : 

DECEMBER -, 1923. 
To the Congress of the United States: 

I respectfully request and urge Congress to take a persistent and 
aggressive stand for lower Federal taxes anil to support a tax reduc­
tion plan substantially along the lines recommended in letters dated 
.November 10 and December 17, 1923, from the Hon. Andrew W. 
Mellon, Secretary of the Treasury of the United States, to the Hon. 
WILLIAM R. GREEN, acting chairman Committee on Ways and Means of'. 
the House of Representatives; and to refrain from voting in favor of 
any legislation which wiU interfere with the carrying out of such tax 
reduction program. 

(Name) ----------------------------
(Address) ------------------------

You will note all the party has to do is to sign the printed 
letter and mail it to his Congressman. I have received many 
of these letters during the past few weeks and I can only 
account for it her.anse tlle people are staggering under a load 
of taxation which they can not much longer stand and are 
willing to take any plan which will give them some relief and 
their mind being in this condition, they are liable to ask 
Members of Congress to vote for a bill which will give them 
practically no relief. 

Under the leave granted me, I am also printing the circular 
letter which accompanied the printed letters, which is supposed 
to thoroughly explain the Mellon plan but I am frank to con­
fess no eA.l)lanation is contained in same: 

NEW YORK, Decembet· 1!4, 1923. 
In common with financiers and economists, as well as heads of all 

large corporations and enterprises in this country, your officers have 
been concerned for some time past with the high rates of Govern­
ment taxation, and with the bad effect which they have had upon 
business enterprise in general. We believe that there must be a 
substantial reduction in our Federal taxes in order to maintain the 
present business of our country on a sound economic basis, and en-
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courage the proper development of new enterprises, so vital to our 
natJonal progress. 

The Mellon plan proposes substantial reductions in the taxes· of all, 
and is, in our opinion, thoroughly sound in principle and would be 
effective in practice. The press ot -the day has devoted so much 
space to It, and the discussions of it, both in publlc speeches and 
otherwise, have been so general that we assume -your acquaintance 
with its provisions, and therefore deem it unnecessary either to re­
print it in full fox your perusal° or to argue in its favor. The appro­
bation of it, so far as we are informed, has been almost universal. 
It possesses the exceptional advantage of being purely econom1c in 
its effects, and nonpartisan from a political point of view. l\1oreover, 
the interests of our stockholders and employees in it are identical. In­
deed, if anything, it is of even greater interest to so-called u labor" 
than to so-called "capital" in that it affects "labor" both directly 
through the reduction of a tax on all incomes, as well as indirectly 
1n creating encouragement to enterprises by which additional labor 
may lre employed. 

If Congress is sufficiently impressed with the demand on t)le part 
of the people of the United States for the enactment of this legisla­
tion, it will be certain to be put into effect. If, therefore, you are 
in sympathy with the tax-revision plan so ably presented to Congress 
by the Secretary of the Treasury, and agree with us that it is im­
portant to have tb_e Federal tax laws revised substantially as recom­
mended in the Mellon plan, we suggest that you sign the enclosed 
letter addressed to the CongreS'S of the United States, and retlll'n it 
to us in the enclosed, stamped envelope for forwarding to Washington. 

Mr. Chairman, this matter bas been thoroughly and fully 
discu sed by Members of the House and I do not see why I 
should further encumber the RECORD by extending my own 
view and I simply make the prediction when the people thor~ 
oughly understand tbe question you will find a complete re~ 
versal and that in teacl of requesting us to support the Mellon 
plan, they will commend us for the stand we have taken. 

The CHAIRMAN. The time of the gentleman from Florida 
has expired. 

Mr. GREEN of Iowa. Mr. Chairman, I yield two minutes 
to the gentleman from Connecticut [Mr. FENN]. 

The CHAIRMAN. Tlie gentleman from Connecticut is r~cog­
nized. 

1\1r. FENN. Mr. Chairman, in response to some remarks of 
my friend from Alabama [l\lr. STEAGALL], I want to read a 
letter which I have received. I read: 

CON::\'.ECTICCT GENERAL LIFE INSURANCE Co., 
Hartford, Oon-n., February 14, !924· 

Ron. E. HART FEN~, 

Hou.se of Represe1itatives, lfashi11gton, D. 0. 
DEAR Sm : In the l'ema.rks of 1\Ir. STEAGALL, as printed on page 

2146 of the CONGRESSIONAL RECORD of February 8, I notice the 
following statement : 

"Under the law now existing-and it is not proposed that it shall 
be changed-no income taxes are levied on the savings banks and 
old-line insurance companies." 

It does not appear to me that such a statement, which is unwar­
ranted by the facts, should go unchallenged since, as reference to 
sections 242-247., inclnsive, of the revenue act of 1921 will show, the 
net income of the old-line life insurance companies is taxable at the 
rate of 12?! per cent, just as is the net income of other corpora-
tlons. 

Yom·s truly, 
R. H. COLE, Vice Pnsiden.t. 

l\:!r. GREEN of Iowa. }';fr. Chairman, is the gentleman 
from Mississippi [Mr. COLLIER] ready to use some of his 
time? 

Mr. COLLIER. I yield five min.utes to the gentleman from 
Alabama [Mr. HILL]. 

The CHAIRl\IAN. The gentleman from Alabama is recog­
nized for five minutes. 

Mr. HILL of Alabama. l\1r. Chairman, there has been much 
discussion of the bill under consideration. It is a voluminous 
measure, and its great importance to the Government and to 
the people warrants much discussion. In the limited time of 
five minutes allotted me I wish to talk to you on what I con­
sider the most unjust tax in the whole bill. I refer to the tax 
on motor cars and motor trucks and tires and accessories, and 
particularly as this tax burd·ens the farmers of the country. 
The proponents of this bill attempt to justify this tax on the 
ground that the Federal Government expends millions of dol­
lars each year on good roads, and that this tax should be 
levied to take care of that expenditure. Last year this ta'X 
brought into the Federal Treasury the sum of $144,280,490.28, 
and the Government of the United States expended from the 
Federal Treasury for good roads only one-half of this amount, 
or, in round figures, the sum of $72,000,000. Only 50 per cent 

of the money derived from this tax is needed for the good 
roads, but the majority members of the Ways and l\1eans Com­
mittee refuse to vote for a reduction of this tax, refuse to give. 
any relief to the farmer. The majority members of tlJ.e com­
mittee do vote to take the tax off of such luxuries and i:;emi­
luxuries as yachts, and candy, and bowie knives, and electric 

. fans, and dirks, and soda w~te.r, and motor boats, and trunks, 
and purses, and valises. We must recognize that the automo­
bile is not a luxury. It has become to-day an economic neces­
sity. Our economic life has closed in on it and made it a part 
and parcel of that life. It is a link in the great economic 
chain. As the late President Harding said in his first message 
to Congresl:!, " The motor car has become an indispen able 
instrument in our political, social, and industrial life." Cer~ 
tainly it has become an indispensable instrument to the farmer. 
It has taken the 'Place of his wagon and his horse. It is the 
conveyance by which he gets his products to market. It is the 
conveyance by which be gets from market the commodities 
which he does not produce and which he must have for suste­
nance and for life. It carries his children to school on the 
week day, and it carries him and his family to divine worship 
on Sunday. There is no commodity in American life to-day 
that is taxed so much and so high as is the motor car and 
motor truck. The number of taxes imposed upon the motor 
car and motor truck varies in the different States from 6 to 
14. There are the Federal taxes, State tax.es, eounty taxes, 
municipal taxes. T.here are license, registration, property, and 
gasoline taxes. 

Last year the farmer paid as Federal tax on motor cars and 
motor trucks the sum of $45,864,200. He paid on parts and 
tires tlle um of $9,281,250. This tax on parts and tires is well 
named the misfortune tax. It comes in large measure from 
rough roads and bad highways. All together the farmer paid 
last year under the Federal tax on motor cars and motor trucks 
and parts and tires the sum of $55,145,450. 

Does he need relief to-day from these taxes? In my section 
of the country, in the South, tlle farmer made practically no 
crop this past year. The boll weevil ate up his cotton and left 
him in a distressing condition. He is not only not able to pay 
this Federal tax-he is not able to pay the interest on the 
money which he borrowed to make the crop which the boll 
weevil ate up. 

What is the condition of the farmer of the West? Is he able 
to pay this tax? Farmers were 47 per cent of all the persons 
adjudi.red bankrupt in Idaho in 1922. They were from 32 per 
cent to 78~ per cent of all the formal bankrupts in Iowa, 
Nebraska, Kansas, Colorado, North Dakota, South Dakota, and 
.Montana. Preliminary reports, says Secretary of Agriculture 
·wanace, indicate that the bankruptcy of farmers for the fiscal 
year ended June 30, 1D23, will materially exceed those of 1922. 
Yesterday morning's Washington Post carried the statement 
that the cost of producing bard spring wheat in the United 
States last year ranged from 85 cents to $2.19 a bushel, while 
in Canada it ranged from 53 cents to $1.19 a bushel. Last year 
it cost the .American farmer a dollar more a bushel to produce 
hard spring wheat than it did the Canadian farmer. The 
trouble with the farmer to-day is the high cost of production, 
and it is just such items of cost as this tax on his truck that 
makes that cost so high. Should he have relief? He is the mud.­
sill of our economic life and we must recognize the fact that 
if he fails, we all fail; if he prospers, we all prosper. Is he 
entitled to relief? Last year the average citizen of this country 
paid 12.5 pe1· cent of his income for taxes, while the farmer 
paid 16.6 per cent of his income for taxes. The farmer paid 
last year 4.1 per cent more of his income for taixes than did the 
average citizen of the country. Is it practical to give him r~ 
lief? He paid $55,145,450 out of his pocket last year under this 
tax, and $72,000,000 went into the Federal Treasury under this 
tax that was not needed to meet the Federal expenditures for 
good roads. This tax is unjust ; it is unfair ; it is discrimina­
tory; it is un-.American. 

Let us recall the words of Daniel Webster : " Farmers are 
the foundation of civilization and prosperity. The farmer must 
always be the foundation, but that does not mean that he must 
be kept beneath the surface." Let us give the farmer relief 
from this iniquitous tax. [Applause.] 

The CHAIRMAN. Tbe time of the gentleman has expired. 
Mr. COLLIER. Mr. Chairman, I yield to the gentleman 

from Texas [l\1r. JOHNSON] so much time as he may desire. 
:Mr. JOHNSON of Texas. l\lr. Chairman, I shall not detain 

the committee nt this time, on account of the limited. time al­
lotted for debate, in setting forth my reasons for supporting 
the Garner plan. 

Mr. COLLIER. Mr. Chairman, I yield five minutes to tbe 
gentleman from Missouri [1\.Ir. FULBRIGHT]. 
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The CHAIR1\1AN. The gentleman from Missouri is recog­
nized for five minutes. [Applause.] 

l\1r. FULBRIGHT. l\fr. Chairman and gentlemen of the 
committee, the question of taxation is a most important one. 
There ne\er has, nor will there ever be a time when the ques­
tion of taxation will not rise above the dignity of the average 
subject of legislation. At this time it is a question that I might 
say is of paramount importance. The Nation is staggerin~ 
under the burden of taxation and cries for relief are heard in 
el·ery direction. Relief by Congress can only be given in part. 
Local taxation, such as city, county, and State, are sources of 
taxa tion that do not come within the jurisdiction of Congress, 
and therefore relief from taxation of this character is not with­
in our power. I refer to this because of the fact that propa· 
ganda in favor of the so-called l\Iellon plan has been so mis­
leading as to lea\e a false impression, more or less, throughout 
t he Nation. 

There are two outstancling plans of tax reduction now pend­
ing before Congress. The so-called Mellon plan and the Gamel' 
pla11. But little publicity has been given to the Garner plan. 
The ~1etropolitan press has not seen fit to carry the outstanding 
features of the Garner plan to the people throughout the coun­
try. On the other hand a flood of propaganda, insidious and 
nlisleading in its character, was sown broadcast throughout the 
country. and a sentiment developed in its favor before the pro­
visions of the Mellon plan were made known to any substantial 
number of the Members of Congress. The metropolitan press, 
the great money interests, the manufacturing interests, the 
oil interests, and special privilege assumed the leadership ia 
spreading this propaganda. So misleading have been the 
efforts to spread propaganda in behalf of the Mellon plan that 
hundreds of thousands of farmers, laboring people, and small 
business men· throughout the country, who have never paid an 
income tax, have been led to believe that the adoption of the 
Mellon plan would mean a direct reduction of their taxes. 
This erroneous impression must and "\Yill be removed. The 
person who pays no income tax receives no reduction in taxes 
under the Mellon plan. Tbe farmer, unless he be an income-tax 
payer, receives no reduction. The laboring man, unless lie be 
an income-tax payer, receives no reduction. The small busine. s 
man, unless he be an income-tax payer, receives no reduction 
of taxes. As a matter of fact, the farmer to-day is operating 
at a loss, is facing bankruptcy, and thousands are being forced 
to leaYe the farm to make a living. In every community farmr:; 
are being abandoned, improvements are deteriorating, and the 
nl1Jberous foredosures of farm mortgages indicate an alarming 
condition. Yet, what is being done to grant him relief? The 
d.>ject of the legislation under consideration, in the main, is a 
reduction of income taxes. 

In this connection a comparison of the two plans becomes 
per tinent. Based upon the latest available statistics from the 
Treasury Department, being for the year 1921, we find 6,G62,17G 
persons throughout the United States paid Federal tax.es. Of 
this number 9,343 persons receive a greater reduction in taxes 
under the Mellon plan than they would receive under the Garner 
plan, while on the other hand 6,652,833 of those persons who 
paid a Federal tax would receive a greater reduction under the 
Garner plan than they would receive under the 1\fellon plan. 
Therefore, this question presents itself: Should we vote in favo•: 
of the 9,343 who receive the greatest reduction under the Mellon 
plan or should we vote in favor of the 6,652,833 who receive 
the greatest reduction under the Garner plan? 

I also find from statistics furnished by the Treasury Depart­
ment that of the 6,662,176 persons who paid this Federal tax 
172,519 paid their taxes in the State of Missouri. Of this 
172,519 who paid a Federal tax in Missouri 169 will receive 
a grea~er tax reduction under the Mellon plan than under th~ 
Garner plan than under the Mellon plan. Again the question, 
souri taxpayers receive a greater tax reduction under the 
Garner plan than under the Mellon plan. Again the question : 
Should we, who have the honor of representing the ·State of 
l\Iissouri, vote in favor of the 1G9 who receive a greater tax 
reduction under the Mellon plan than under the Garner plan 

· or should we rnte in favor of the 172,350 taxpayers who receive 
a greater reduction under the Garner plan than they would re­
ceive under the Mellon plan? 

There are 16 congressional districts in the State of Missouri, 
and no doubt the great majority of the income-tax payers re­
side in the cities of St. Louis and Kansas City. However, dis­
r ega rding that fact and taking it for granted that the 169 tax­
parers who 1·eceive a greater reduction under the Mellon plan 
than tlley would receive under the Garner plan are distributed 
equally in the 16 congressional districts, we would find ap­
proximately 11 taxpayers in each congressional district .who 

would receive a greater tax reduction under the Mellon plan 
than under the Garner plan. On the other hand, if the 172,350 
taxpayers in the State who receive a greater tax reduction 
under the Garner plan than they would receive under the 
1\fellon plan be distributed equally throughout the 16 congres­
sional districts, we would find approximately 10,771 taxpayers 
in each congressional district who would receive a greater 
tax reduction under the Garner plan than they would receive 
under the Mellon plan. Again the question, Should a Repre­
sentative in Congress from the State of Missouri, trying to 
represent his constituents, vote in favor of the 11 taxpayers in 
his district who would receive a greater reduction under the 
Mellon plan than they would receive under the Garner plan or 
should be vote for the 10,771 taxpayers in his district who would 
receive a greater tax reduction under the Garner plan than 
they would receive under the Mellon plan? 

In my district, almost exclusively an agricultural district, I 
am convinced that there is not a taxpayer who would receive 
a greater tax reduction under the Mellon plan than be would 
receive under the Garner plan. On the other hand, I am quite 
sure that every taxpayer in my district who would be affected 
by either plan would receive a greater reduction in his taxes 
under the Garner plan than he would receive under the Mellon 
plan. In view of this fact, how should I vote as a Representa­
tive of the fourteenth congressional district of Missouri when 
it is reasonably certain that every taxpayer in my district 
who would be affected by either plan would receive a greater 
reduction in taxes under the Garner plan than he would receive 
under the l\Iellon plan? It is obvious that there can be but 
one answer. 

We are told, however, that the Garner plan is unscientific 
and not economically sound. I reply that it is based upon the 
most recent available statistics from the Treasury Department. 
While, if the statement of the gentleman from New York [Mr. 
l\Irr.Ls] be true and tile statement of Mr. McCoy, the expert 
who appeared before the \Vays and l\Ieans Committee, be true, 
I am impressed with the fact that the Mellon plan is visionary, 
based upon speculation guesswork, and the prophecy of an 
expert as to what may take place in the future. We are told 
by Mr. l\Iellon that the Garner plan is political and that its 
proponents are not incere. In reply to which I desire to say 
that such cheap talk will not deter me from voting as my con­
science dicta tes and in the interest of the people whom I rep­
resent. Had I any desire to resort to his kind of argument and 
tactics, I might say that it is selfish on the part of the great 
Secretary of the Treasury, l\1r. l\Iellon, to propose a plan of 
taxation '\Illich would relieve himself of anywhere from one 
to two million dollars in taxation, while the person of small 
means and without income receives no reduction. 

Under tlle present tariff act, as " sop" to the farmer, para­
graph 1504, schedule 15, under title 2, placing agricultural 
implements on the free list, was inserted, but said paragraph 
closes with the following provision: 

Prov ided, That no articles specified by name in title 1 shall be free 
of duty under this paragraph. 

By reference to title 1 we find that everything of any par­
ticular value whatever that goes into the make-up of any kind 
of an agricultural implement is subject to a high and excessive 
tariff. In fact, with the exception of some of the wooden parts, 
nothing out of which the farmers' agricultural implements are 
made escapes the tariff. Substantially everything that the 
farmer uses, eats, or wears bears the burden of a heavy tariff, 
and if he is to get any substantial relief from Federal taxation 
it must come through a revision of the tariff. 

An article in the American Farm Bureau Federation Weekly 
News Letter of January 11, 1923, after an exhaustive discussion 
of the present tariff act in its relation to the farmer, summa­
rized the situation as follows: 
Gross cast to the farmers (of the tariff) ______________ $426, 000, 000 
Gain to farmers as producers----------------------- 125, 000, 000 

Net cost to agric~lture (of the tariff)---------- 301, 000, 000 

Thus, from this, to my mind, the most reliable source of 
information we have, the American Farm Bureau Federation, 
we find an annual toll of over $300,000,000 being extracted 
from farmers of the Nation as a result of the tariff. 

The total value of farming implements and parts imported 
into the United States for the year 1922 was $2,109,391 as 
shown by the Annual Report on the Foreign Commerce and 
Navigation of the United States. Therefore the cost of the 
tariff to the farmer amounts to almost 150 times as much as 
the total value of agricultural implements shipped into the 
United States under the so-called free list, and almost $300,000,-



1924. CONGRESSIONAL ~ECORD-HOUSE. 2-67.3 
000 more than he gains as a producer and the total value of im­
ported agricultural implements combined. Now, the individu3;ls 
who are thus permitted to exploit the farmer under the tariff 
act are the same individuals who are especially favored under 
the provisions of the Mellon plan. Therefore, I can not take 
my medicine just as Mr. Mellon would administer it, and seri­
ously doubt the virtue of the remedy he prescribes. 

On last Thursday the gentleman from New York [Mr. 
l\1ILLS], in criticizing the tactics of the Democrats, made this 
statement: "You gentlemen are bound to take judicial notice 
of the existing state of affairs, and you gentlemen know, as I 
believe I know, that when the critical moment in this battle 
comes some twenty or more gentlemen who were elected as 
Republicans will leave the Republican side and walk over in a 
body to the Democratic side, so that you will be the majority 
party. You will become the majority party at that critical 
moment, and, therefore, yours is the responsibility to see that 
no bill passes this House which does not make suitable provi­
sion for the fiscal needs of the Treasury." He thus admits that 
he is whipped in his own party and attempts to shift the re­
sponsibility. But to whom does the gentleman refer? Who 
are the deserters? We are told that l\1r. LONGWORTH, the 
majority leader, has run away from the ~1ellon plan; is he 
leading this twenty or more gentlemen to whom l\Ir. Mn.Ls 
refers'? l\1r. GREEN, chairman of the "\Va.rs and Means Com­
mittee, denies that be knows anything about "running," but it 
seems that he has left l\1r. Mellon and is safely entrenched be­
hind the breastworks of a 35 per cent surtax; is he the leader 
of the twenty or more to whom the gentleman from New York 
refers? We are told that the gentleman from Ohio [:Mr. 
BEGG] is making a survey of their demoralized forces. Per­
ll aps he will soon be able to tell us just how many detachments 
are fleeing from the l\1ellon plan on the other side_ of the 
House, who t hey are, and in just what direction they are 
going. Regardless of the cliaotic conditions that exist, I hope, 
l\lr. Chairman, that we, as the Representatives of the people in 
this great Republic, may be able to get together on a plan fair and 
just, in so far as possible, to all llie people, courageously dis­
charge our duty by promptly passing it, uninfluenced by politi­
cal expediency, but actuated solely by a desire to grant relief 
to all the people of the whole country. [Applause.] 

~'\Ir. GHEEN of Iowa. l\Ir. Chairman, I yield 30 minutes to 
the gentleman from Ohio [l\1r. BURTON.] [Applause.] 

The CHAIR.MAN. The gentleman from Ohio is recognized 
for 30 minutes. 

l\1r. BURTON. l\1r. Chairman, there is a fallacy, I may even 
call it a delusion, which has a strong hold on the popular 
thought. It is that the final burden of taxation rests upon 
those who make the first payment to the tax collector. This 
erroneous impression is a fruitful source of waste, of ex­
travagance, and of injudicious expenditure. It promotes class 
hatred, because the unthinking, many well-disposed persons, and 
all demagogues, make the appeal to the people that the taxes 
'"h ich are leviPd hall "soak" the rich. But I lay down the 
propo ition that the general tendency of all taxes is toward 
diffusion O\er all members of tlle body politic in general pro­
portion to their consumption. To this there are, it is true, ex­
ceptions, which I shall seek to point out. 

It was the opinion of most of the leading economists that 
there was a shifting of taxation from those who originally paid 
and that the final incidence was upon all. On this subject, so 
Jong· ago as the year 1667, Sir William Petty wrote, and he used 
this homely illustration with reference to the land tax : 

It is not only the landlord pays, but every man who eats an egg 
or an onion of the growth of his lands, or who uses the help o! an 
artisan, which feedeth on the same. 

amount to, and he makes a proportionable abatement in the rent 
which he agrees to pay to the landlord. 

The whole theory was based on the idea that land is a fixed 
and invariable quantity. The error in that opinion can be 
clearly shown when we take into account, as in our own country, 
the great amount of available land which may be taken up and, 
another more important factor, the possibility of improving the. 
quality of land and increasing its productive capacity. 

Adam Smith made a distinction in the case of a tax on house 
rent, maintaining that there was a division into building rent 
and ground rent; that the tax on the building would necessarily 
fall on the occupier, because unless the builder secures the 
same return as other business men do he would cease building 
houses until the increased demand for houses again raised 
the rent. Accordingly, the tax on house rent will fall partly 
on the owners and partly on the occupiers. He lays down broad 
principles of diffusion, however, as applicable to mercantile or 
manufacturing enterprises, because in any particular branch of 
trade a tax on the profits of stock will be shifted from the 
dealers to the consumers and because the dealers must in all 
ordinary cases have their reasonable profit, and in this connec­
tion he refers to the important fact that the consumers will 
have to pay, in the enhanced price of their goods, not only the 
tax advanced by the dealer but generally some overcharge in 
addition. 

A.s regards taxes on wages, he maintained that they are 
always shifted and that the increase of price created by higher 
wages must be finally paid by the consumers. 

l\lonsieur Thiers, a prominent historian of France, writer 
on economics, and President of the Republic, advocated the 
principle of diffusion in the most decided terms. He said that 
taxes are shifted indefinitely and are int~nded to become a part 
of the prices of commodities to such an extent that everyone 
bears his share not in proportion to what he pays to the state 
but in proportion to what he consumes. The manufacturer 
who pays a tax, whether direct or indirect, adds the tax to the 
price of the commodity, or necessarily he fixes the price so 
as to recompense him f-0r all bis outlays and to enable him to 
realize his profits, otherwise he would quit the business. This 
is true not only of the manufacturer but of the farmer. So 
again the laborer is in precisely the same position, for unless 
his wages increase by the amount of the tax, he must change. 
his occupation or die of hunger. Thus all taxes are indefinitely 
shifted. 

No American economist has considered this subject more 
thoroughly than l\fr. David A. Wells, and I may say to you 
gentlemen on the other side that he has been a leading pro­
tagonist of free trade or a revenue tariff, so that his views are 
entitled to your very considerate attention. He says, on page 
574 of his work, The Theory and Practice of Taxation : 

We are thus led up and forced to the recognition of two proposi­
tions, or rather principles, in respect to taxation that can not be 
invalidated. The first is that it is not necessary that a tax assesso1· 
or collector should personally assess and levy upon every citizen of a 
State or community in order that all should be compelled to contribute 
of their property for the support of such State or community; secon<l, 
that there is an inexorable law by which every man must bear a 
portion of the burden of public expenditures, even though the official 
assessors take no direct cognizance of him whatever. 

After referring to the fact that in New York City not ruore 
than 4 per cent of · the population pays taxes, on page 584, he 
quotes Doctor Franklin. Franklin was rebuked by a committee 
of the House of Commons on the ground that the colonists 
relieved landowners of taxation and levied it upon the mer· 
chants, who were largely English. He responded: 

If such special tax was imposed, the merchants were experts with 
And further he said that any tax "doth ultimately fall upon their pens, and added the tax to the price · of their goods, and thus 

the consumptioners." made the farmers and all landowners pay their part of the tax as 
Another writer, of a somewhat later period, maintained that consumers. 

although makers or factors of commodities advance the money 
they really shift the tax to the public without the latter being 
aware of it. Taxes form an important part of the cost of all production, distri~ 

The philosopher, John Locke, something over 200 years ago, bution, and consumption, and represent the labor performed in guard­
maintained that even if all taxation were removed from land ing and protecting property at the expense of the State, in all the 
the ultimate result would be that landowners would bear an processes of development n.nd transformation. The State is thus an 
even larger burden because of the greater difficulty of levying active and important partner in all production * * *. 

The following is a statement of the general principle : 

a tax on personalty, and tha t as a result-as it was true that Taxes, then, arc clearly items of expense in all business, the same 
profits must be equal-the ta:x: le\ied on other objects would be as rent, :fuel, cost of material, light, labor, waste, insurance, clerical 
shifted to the land and the bur<Jen be heavier than before. service, advertising, e:xpressagc, freight, and tho like, and on business 

T he grea t economist, Ada m Smitb, somewhat modified the principles they find their place on the pages of profit and loss; and, 
doctrine of diffusion. He maintained that a tax: on land rent like all other expenses which enter into the cost of production. must 
falls on the owner, for the farmer computes as well as he can finally be sustained by those who gratify their wants or desires by 
what the value of the tax is one year to another likely to I consumption. 

LXV--169 
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Ir. Wells continues: 
A great capitalist, like Mr. Astor, bears no greater burden of taxa" 

tion-and can not be made to bear more by a.ny laws that can be prop­
erly termed tax laws-than the proportion which his aggregate individ­
ual consumption bears to the aggregate individual consumption of all 
others in his circuit o! immediate competition, and as to his other taxes 
be is a mere tax collector or conduit conducting taxes from his tenants 
or borrowers to the State or city treasucy. 

And on page 585 l\Ir. Wells says: 
It is, therefore, immaterial where the process of manufacture takes 

place; the citizens o! a State pay in proportion to the quantity wh1ch 
they consume. The traveler who stops at one of the great city hotels 
can not avoid reimbursing the owner tor the tax he primarily pays 
on the property, and the owner, in respect to the taxation of bis hotel 
property, is but a great e1t'ective real estate and d11t'used tax col­
lector. Again, the farmer charges taxes in the price of his products; 
tbe laborer, in his wages ; the clergyman, in his salary; the lender, 
1n the interest he receives; the lawyer, in his fees; and the manu­
facturer, in his goods. 

To treat this subject dispassionately and fairly I must say 
that th-ere are well-established exceptions to the rule of diffu­
sion, though in all these cases oi exception there ls an indirect 
effect of taxation which tends to sustain the general rule when 
we take a-ccount of the whole social and economic fabric. 

Taxes are not directly, and in a measure not at all, diffused 
when they are paid on inheritances, nor when they are paid on 
gains in speculation or in gambling, nor when there .is a mo­
nopoly, as in the ease of a patent right, and the vendor may fix 
his own price for it, and sales fall off when prices reach a figure 
which diminishes the demand. There are a number of articles 
that are sold at a fixed priee, and when you vary from that 
the demand is less, and there again the tax can not be diffused. 
Rates and charge established by law, as in the case of many of 
-0ur public utilities, can not be increased, though as a result 
the enterprise may become unprofitable and be abandoned. 
Then, again, contracts for long periods, as in a lease for 99 
years, and fixed salaries do not yield to the rule of diffusion ; 
still further the question of increasing demand has a tendency 
to affect thi question. If there is an increasing demand or if 

. the buyer must or will take the article, even though the price 
be increased, then the tax can be 1li:ffused, but especially in 
times of depression, when people have less means with which t-0 
buy and the effective demand is le s, then the tax is less dif­
fu ed. Thus the elasticity of the demand has an effect upon the 
question. 

It must be conceded that there is an appa1·ent exception to the 
rule of diffusion, in that the original taxpayer, who first pays, 
bas a burden to bear, although he usually passes that on with 
interest. It must also be conceded that a · certain amount of 
time must elapse before the rule can have its complete effect. 

Let us now look at the common sense of this propo. :ition. 
What does an active practicing lawyer or doctor obtain? Not 
so many dollars and cents, but tllat share of the disposable 
fund in the community to which he is entitled by reason of bis 
ability and industry. If you put a tax on him, income or other, 
he raises his charges. Everyone knows who consults a phy­
sician or a lawyer, perhaps more particularly in the latter case, 
that their charges have been very materially greater since 
increased taxation has been imposed. It needs no argument 
to sustain the position that taxes upon houses raise the rent 
and taxes on notes and mortgages raise the rate of interest. 

Thus the general tendency is toward diffusion. Let us also 
bear in mind that there is a tendency to equality of profits, 
which is a very marked feature in our economic life. l\fr. Adam 
Smith mentioned that fact, and he is often -quoted to confirm 
the statement, that risk and other circumstances being equal, 
profits Hre the same. Profits are very much modified by the 
agreeableness or disagreeableness of the occupation, by the 
risk, and to some extent by the social standing .of those who 
engage in the business. On that subject Adam Smith says: 

No tax can ever reduce for any considerable time the rate of profit 
1n any particular trade which must always keep its level with other 
trades in the neighhorhood. 

The business of 1ln undertaker~ -which is disagreeable, and 
perhaps involves some danger from a sanitary standpoint, de­
mands a larger rate -of profit. The business of the brewer or 
the distiller for a considerable time was under a kind of social 
ban, and that caused tilose who engaged in the business to 
expect exceptional profits. It is perfectly .obvious, as I have 
already mentioned, that .the matter t-Of risk has a very great 
effect in fixing the rate of profit. 

Half the enterprises perll.aps fail, the other half succeed, and 
the successful ones must make up for the possible or probable 
lo.sses by higher profits. 

In a word, the general fact is that taxes on the proces es of 
production are diffused. As an illustration, the excise tax on 
the net income of corporations is in the final analysis passed on 
to the general public. 

All this applies, my e<>Ileagues, to ta.xation in the higher 
brackets. The owners of large fortunes, as well as those of 
moderate means, seek and usually obtain a similar return upon 
investments. I shall not stand here for a minute in opposition 
to the contention that those who have the largest means have 
the greatest ability to pay. I for a long time have been a be­
liever in graded taxation, imposing a surtax on those of larger 
incomes because they are more able to pay; but · there is not 
merely a limit beyond which we can not go without injustice, 
but, that which is more important to you and to me, without 
injuring the whole economic fabric. 

Where do the funds come from for new enterprises or for 
the enlargement of old ones? We may use perhaps the esti­
mate of 60 per cent for a new enterprise, which can be obtained 
from a savings bank or a trust company, a loan which would 
be secure under any and all circumstances. 

The balance above that, or 40 per cent, involves a greater 
r-i k, and that m·ust be found with some investor, presumably 
one of considerable means, who is willing to undertake that 
enterprise and that risk. What happens now in regard to 
any new enterprise or the enlargement of an old one? The 
person engaged in the business, or who wishes to start a new 
enterpri e, goes to the capitalist. What does the capitalist tell 
him? " Why, if you promise me large profits in this enterprise­
the presumption is that the risk is somewhat unusual and that 
must make m·e pause--but more than that, suppose your 
roseate anticipations are correct and this does pay a very con· 
siderable profit, what good does it do me? The Government, 
in high surtaxes, will take so large a measure that it is not 
best for me to engage in it. 1 will be working not for my 
own interest but I wm be working to increase the revenue of 
the Government." And, in this particular, there has been 
a serious hampering effect upon the lndustr1es of this country. 
It is peculiarly noticeable in those establishments which desire 
to enlarge their ope.rations . 

I want now to call attention to another phase of tb.ts mat· 
ter-the tax-free securities. Gentlemen, have you studied the 
statistics in regard to this? They are startling. This House 
bas refused to submit a constitutional amendment, making it 
po sible to tax municipal and other securities, and at the same 
time there is advocacy here of higher surtaxes. Thus the 
opponents of this amendment are saying with one voice, "We 
will keep up the surtaxes," and with another, "We will pro­
vide an avenu~ of escape." 

In i\Ir. Bunyan's work, the Pilgrim's Progress, there is a 
Mr. Facing-Both-Ways. There 1s a description of an imaginary 
character who was very gifted in the art of misleading. But! 
this idea of exempting certain securities and raising the sur .. 
taxes makes l\ir. Facing-Both-Ways an actual reality among 
us. One can go out and say to a person who -0bje.cts to the 
payment of taxes, "We will raise the surtaxes up to the 
highe t possible figure. We will collect them from the rich," 
and then h~ can turn around and go to the man with a large 
capital and say, ... Oh, my dear, dear friend, true, nominally, 
the taxes on you are very great, but I have provided for you 
an avenue of escape; you may invest 1n tax-free securities 
and then the whole matter of high SUTta::r::es will be a delusion, 
a snare and a mockery-it will be a humbug-you can get 
through." 

We should always bear this in mind, that the man of large 
means is like one who stands on ·a commanding eminence and 
can look ahead and see what is coming; he can make his 
calculations, he can shift his holdings, and with tax-free se­
curities he has abundant opportunity to take advantage of 
every situation and aid himself in evading burdensome taxa­
tion. 

I call your attention to some :figures w.hich illustrate this 
situation. In the year 1916 when the surtax was 13 per .cent, 
there was collected in the higher brackets $81,404,000 from 
those having an income of over $300,000. In the year 1921, 
with -a rate of surtax of 50 per cent, as against 13 p.er cent 
in 1916, there was collected only $84,000,000-only 3 per cent 
more than was collected at the time the surtax was 13 per 
cent. The percentage of the total surtax paid by those having 
incomes of over $300,000 when the tax was 13 per cent was 
66.8 per cent, or about two-thirds. In 1921 it was 20.6 per cent. 
The following table shows the decrease : 
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Year. Total surtax. 

1916 1...................................... $121, 946, 136 
1917... . . . . . . . . . . . . . . . . . . . . • . • . . . . . . • • • . . • . 433, 345, 732 
191 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . • 651, 289, 027 
1919.................................... .. . 801, 525, 303 
1920.............................. •. . . • . . . . 696, 803, 767 
1921....................................... 411,327,684 

1 1916 was a year of low surtax rates. 

Surtax on 
income in 
excess of 
$300,000. 

'81, 404, 194 
201, 937, 975 
220, 218, 131 
243, 601, 410 
134, 709, 112 
84, 797,344 

Percent­
age of total 

of those 
in excess of 

$300,000. 

66.8 
46.5 
33.8 
30.4 
22.6 
20.6 

Now, there are some other figures very expressive in showing 
the proportion in large estates of tax-free securities. 

In the enumeration made in 1917 the total exempt stocks 
and b-Onds was 3.26 per cent of the whol~. and in 1923 it was 
41. 98 per cent. 

The increased proportion of tax exempts is shown in the 
subjoined table. 

Year. 

1917 ..................................................... .. 
1918 ...................................................... . 
1919 .• ·····························••·················· ... . 
1920 ...................................................... . 
1921. .•.•.....•..••..••.....••••..•...•.•......•..•.•.••..• 

1922 •. ··········•••···•···•••••···•············••·•••••···· 
1923 ...................................................... . 

Wholly 
Wholly tax exempt 

tax exempt to total 
to net stocks 
estate. and bonds. 

2. 21 
4. 27 
5.30 
9. 79 
8. 97 
6.82 

28.97 

3. 26 
6.66 
7.87 

14. 50 
13.30 
10. 53 
41. 98 

That tendency is more and more in evidence. The man who 
says, "Maintain the surtaxes," may say to the large investor, 
"You can buy billions of dollars of tax-free securities, and 
there are billions available in it for you." 

The matter is not to be gotten rid of by any demagogical cry 
of "Lay the burden on the rich." It is a plain economical and 
financial question of what is best for the country, without any 
badinage or abuse of the Secretary of the Treasury and with­
out rousing class prejudice. The figures show beyond question 
that the high surtax:es, just so long as you exempt tax-free 
securities, are absolutely ineffective. They have come to be a 
farce. 

I do not say whether the rate should be 25 or 35 per cent or 
what it should be; but there is a demand, in view of the pres­
ent situation of the opportunities of the rich to avoid taxation, 
for a substantial lowering. Nothing proves it better than the 
fnct that when the tax was 13 per cent the amount collected in 
the country was practically as great as when it was 50 per 
cent. Explain the figures, you who advocate the high surtaxes. 

Mr. CONNALLY of Texas. Will the gentleman yield? 
Mr. BURTON. I am sorry, but I can not. 
l\Ir. CONNALLY of Texas. The gentleman wanted me to 

explain, and I will explain. 
Mr. BURTON. I can not submit to an interruption now; I 

am not much of a believer in interruptions. The gentleman 
from 'l'exas will have a generous provision from bis own side I 
have no doubt. 

There is one thing I desire to say by way of digression, and 
that is in respect to some of the remarks just made by the gen­
tleman from Michigan [Mr. CLANCY.] It has been my disposi­
tion to vote to throw off at least a part of the excise taxes on 
automobiles and accessories because they are of such general 
use. :My own city is one of the largest manufacturers of that 
kind of goods. But after hearing such a speech as was made 
by the gentleman from Michigan [Mr. CLANCY] I am doubtful. 
I have had threats thrown at me many times that a few millions 
were about to organize in a class and were intending to vote 
against this gentleman or that who voted against their supposed 
interest. What is our duty here? It is to the country; to the 
whole country, but if there is to be a division into blocs, the 
automobile people in one party-and I do not belie>e they will 
do anything of the kind, because they are men of standing and 
men of patriotism-if that threat must be thrown in our faces 
here, it is time for every man of courage to say we will not 
yield to any such argument. [Applause.] 

In conclusion, gentlemen, we should consider this matter dis­
passionately. I am convinced that a careful consideration of 
this situation, having regard for the complicated ramifications 
of industry which are of so much importance to the people, 
will prove to us that the excessive surtaxes not only <!o not 

bear upon the rich in such a way as is promised, but that they 
injure the ~hole field of human endeavor. They create oppor­
tunities for evasion. They diminish that spirit of patriotism 
which should belong to every taxpayer. Let us frame this bill, 
then, not with a view to political expediency, not in response to 
any cry of class prejudice, but with one sole desire to benefit this 
cquntry, to build up its industries, to increase the prosperity of 
the American people, which is now and always Should be our 
chief desire. [.~pplause.] 

Mr. COLLIER. Mr. Chairman, I yield 40 minutes to the gen-
tleman from Illinois [l\1r. RAINEY]. • 

Mr. RAINEY. I agree with the gentleman from Ohio [1\fr. 
BURTON] who has just taken his seat. The question presented 
here is, What is for the best interest of the entire country; 
what steps should we take now in the matter of taxation 
which will insure the future prosperity of the country? That 
is the question, of course. I can not agree with the gentleman 
from Ohio that the method to be adopted in order to insure 
the future happiness and future prosperity of the people of 
the United States is to relieve the very rich from a large 
portion of the taxes they now pay. The proposition he cham­
pions so vigorously ignores the fundamental canon of all taxa­
tion, which I think the gentleman stated he stood for, and 
that is that taxes must bear heaviest upon those best able to 
pay. The gentleman quotes from political economists, some 
of them single taxers, some of them communists, who wrote 
most of their views before the present corporate system of 
carrying on the affairs of the business world was inaugurated. 
The capitalistic period does not date much further back than 
60 vears. With the adYent in the world of the capitalistic 
perfod the writings of those old economists who wrote so long 
ago are no longer applicable to the conditions as they exist 
now and as they have existed for more than two decades. I 
undertake to say that if the gentleman from Omo [Mr. 
Bi:.rnToN], who bas quoted from two or three or them, will 
examine the old lists of writers on the subject of taxes, on 
economic subjects-Roscher, Rousseau, Marx, Malthus, Ri­
cardo, John Stuart Mill, and all the rest of them-he will 
find that even the majority of writers of long ago, before the 
economic conditions of the present day fixed themselves qpon 
this world, will not agree with the position that he takes 
now. 

The President of the United States takes the same position. 
In the speech he made in New York before the National Repub­
lican Club on the 12th day of this month, following tl1e theories 
of .Andrew W. Mellon, following the ideas which have been 
just suggested again so forcibly and so ably in the scJ;olarly 
address of the gentleman from Ohio, undertook to give an 
example which illustrated his views. 

I shall not attempt to quote the language of the President 
exactly, for I do not seem to have it before me. He took the 
farmer's steer as an example, and this is what he said in eff~ct; 
The steer starts on his journey from the feed lot on the farm 
to the stockvards, and a great corporation, the carrying cor­
poration, adds the tax to the steer that we impose on the cor­
poration. When the steer reaches the yards m Chicago, and 
the President thinks some company controls the yards, another 
tax which they pay is added to the steer. Then the steer is 
slaughtered by a corporation and that corporation adds its 
tax. Then the hide of the steer continues its interesting and 
thrilling journey and goes to a tannery, controlled by a cor­
poration, and of course that corporation adds its ?x. Then, 
in order to give the matter a home touch, the President takes 
the hide of his steer all the way to a New England shoe manu­
facturing establishment, controlled by a corporation, which 
adds to the hide of the steer as it is manufactured into a pair 
of shoes the tax that it pays. Then the part of the hide that 
goes into the shoes pursues its interesting journey from the 
manufacturer to the wholesaler, also a corporation, which adds 
its tax. The wholesaler sends the shoes to the little country 
store near where the farmer lives, and where the shoe had its 
real origin. The President seems to think that some more 
taxes are added there, but unfortunately in this entire trip 
which the hides take from the feed lot back to the country 
storekeeper, from whom the farmer who sold the original hide 
now buys the shoes, the country storekeeper is the only one 
who does not have any income tax to pay and pass on. He 
has not made under this adminfstration a taxable income. He 
is probably the only agency in the long trip of this hide back 
a<>'ain to the farmer who under the President's theory is not 
able to add any tax. The President's theory is that when the 
farmer buys the pair of sjloes he buys them burdened "ith all 
these taxes that have been put on that pair of shoes during 
the entire journey of this animal's hide around the country, a 
couple of thousand miles and back again to the farmer. 

. 
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That looks plausible, d()('S it not, but it ought to make all of 
tlJese old writers on political economy turn over in their 
(Yrm·es to hear it asserted by the President of the United 
States. In this country, under capitalism as it exists to-day, 
profits come from the corporations engaged in business, and 
we have already under this administration relieved the cor­
porations from their excess-profits tax. They do not pay that 
any more, and the rest of the taxes they pay are almost negligi­
ble. It is corporations that handled this hide from the time it 
left the animal until it got back as shoes to the country 
storekeeper from whom the farmer bought the shoes. Always 
a corporation. We are not attempting under the :Mellon ~lan 
to tax any corporation or to reduce taxes on any corporation. 
These are individuals whose taxes we are reducing, and not a 
single individual who owns stock in any one of those corpora­
tions which bad to do with the handling and manufacturing 
of this hicle into shoes and in- the transportation which the 
President describes could ever add to the cost of that hide h~s 
Income tax. He does not know how much he has made until 
the corporation at the end of its business year turns over to 
him his profits. He~does not know whether he has made any 
profits or not. When be finds out what his aggregate profits 
are from all of the in\e tments he has made in all of the cor­
porations in which he is interested, then he is compelled un?er 
the law to contribute a portion of those profits toward carrymg 
on the expens " of this Government. The income tax pa.id by 
tbe individual is the one tax which can not be passed on. 

lUr. Otto Kahn, the head of the firm of Kuhn, Loeb & C~ .• an 
expert on the subject of taxes, speaking from the standpomt of 
big business, insists that a rich man ought to pay one-~hird of 
bi · income as taxes and it is not propo ed to make a rich man 
pay one-third of bi~ income as taxes under any b~ll that has 
been yet sug~;ested by the Republican leaders who. m t~e _Cabi­
net and on the floor of the House, have to do with tb1s mter­
e ting que tion. 

Let rue call your attention to what is the real danger to the 
capitalistic state. You all know what it is, if you stop to think 
ahout it. Tbere is spreading through this country, and has 
been for a number of years, a wave of unrest, and when you 
attempt to analyze it you find it ls developed and created by 
the fact that under capitalism as it exists to-day, under the 
canitalistic state, and especially in this country, there is a 
te~dency on the part of wealth to accumulate in the hands of 
just a few, because the people of this country and of the world 
demand now a ma. s production of goods. 

This is the age of the iron man in industry, and there bas 
never been anything like it in the history of all the centuries 
nntil 60 rears ago. Prior to the advent of the capitalistic age 
in the world there was not much difference between the em­
plover and the employee in factories. They worked side by 
side at th"' same bench, or the employer worked in a little office 
In front. Tbey worked with primitive tools, and they could get 
together at any time and settle questions of wages and hours 
of labor and the conditions under which they worked, and in 
tho~e old precapitalistlc days those matters were settled face 
to face and ·man to man by employers and employees. 

It can not happen now in the mass production made possible 
in the iron age. We have supplied the workers in factories 
with great automatic iron arms, and with those great automatic 
iron arms they can turn out a thousand times as much product 
as tbey could in the old days working with their hands. And 
so if the labor of a man is measured by the amount of his 
m~nufactured product, and he can turn out a thousand times 
more than be could in the old precapitalistic days, it follows 
as a matter of course that somebody is making a thousand 
tlmes as much. The laborer is not making it. But the corpora­
tion employing him is making it. There fo1lows as a matter of 
course these tremendous fortunes and this grouping of the 
wealth of the country in the hands of a comparatively few 
people. 

I wonder if you know how much a billion dollars is. I do 
not know myself, but in September last the National City Bank 
of New York issued a document in which they attempted to 
tell how much a billion dollars was. I can quote safely, I 
think, the National City Bank without being charged with be­
ing radical. 

The National City Bank called attention to the fact that 
up here in the Treasury Department there are six money 
counters who count money, and do nothing all day long but 
count money. They say that is a nerve~racking operation. 
I never had enough to count to find out myself. [Laughter.] 
Tbey say that those experts up there can count only 4,000 
silver dollars an hour, and that is all. Then the National 
City Bank says that if y9u get the best of those expert 

counters up there and put him to work counting silver dol­
lars at 4,000 an hour, working eight hours a day and work­
ing every day in the year, including holidays and half of all 
the Sundays in the year, he can count a billion dollars but 
it would take him a hundred years to do it. ' 

We have two men in the country who are worth almost 
that much-Andrew Mellon, who proposes this tax plan, and 
Henry Ford. Those two gentlemen, if they had commenced 
the minute after they were born counting silver dollars at 
4,000 an hour and done nothing else until the present moment 
could, neither of them, have counted up to the present moment 
as much money as he is now worth. It is safe to say that 
Henry Ford has ahead of him 10 more years of active busi­
ness life. If his holdings keep on accumulating in the next 
10 years as they have in the decade just ended, his income 
at the end of that period will he $1,000,000 a day. 

:Kow, why can we not call attention to these objections to 
the capitalistic state without being denounced as unsafe 
radicals? I want to preserve the capitalistic state, not de­
stroy it. Those who insist upon a correct method of taxa­
tion-who insist upon compelling the rich to bear their just 
share of the burden of the taxes-are the real friends of the 
capitalistic state in this country. These are the men who are 
warding off a great danger ; it is not those who insist on 
being relieved of taxes. They are just as much enemies of 
the capitalistic state as it exists to-day as the man who 
throws a bomb, because they carry with them more followers, 
and they have been doing it by a system of propagandu. and 
coercion without a parallel in the history of this country. 

The advent of the Mellon plan was heralded by the trumpet· 
ing of the very rich, and it has been carried on by a system 
of propaganda and misrepresentation of economic facts which 
has ne>er been paralleled in the history of any country. 

And they announce-the President and Andrew W. Mellon 
and the gentleman who has taken his seat-that direct taxes 
are not direct at all under the pre ent system; that direct taxes 
are really indirect. The rich, 11,000 of them, who will be 
benefited more by this bill than by the proposals we have made, 
hout loudly throughout the land, using the various capitalistic 

journals of this country, "Relieve not us of taxation, but 
relie>e the very poor of taxation; relieve the fai·mers from 
tal:-ation, becau e when you tax us you do not tax us at all 
When you tax us you tux the poor, and you tax 6,000,000 or 
7,000.000 farmers of thi land." 

I it not surprising that anybody believes in that kind of 
nonsense? Then they assemble about them a tremendous, 
clamoring following. Now, if you repeat anything enough times 
and loud enough and print it often enough, you will get a lot 
of people to believe it is true; and so we have in this land 
thousands of the poor who do not pay any of these income 
taxes at all, and many thousands who will be relieved much 
more by our plan than this l\Iellon plan, insisting, " For God's 
sake do not tax the rich, because when you do it you are 
taxing us." 

That is nonsense, every bit of it, even if it does come from 
the Secretary of the Treasury. While I have great respect 
for the Secretary of the Treasury, who is a genial gentleman, 
I do not think he knows much about these economic problems. 
He tells us in his biography that he is a banker by profession, 
and then he proceeds to tell us that he is a graduate of an 
obscure Pennsylvania college, and then in the biography hA 
gives out, that stretches across the pages of the books in two 
or three lines, he indicates the honorary titles-doctor of laws, 
and so forth-eonferred upon him by various institutions in 
this country, some of them by colleges of standing and some 
of them by colleges of no standing at alL He i so proud of it 
that he calls attention to the fact that a military academy in 
Pennsyh·ania, which does not make any pretense of activity 
along cultural lines, has conferred upon him the degree o:t 
doctor of laws. The degree of doctor of laws in this country 
does not mean anything now. Over in England they make the 
very rich, who are generously inclined and willing to pay for it, 
peers of the realm. 

We can not do that here, so the colleges make them doctors 
at law. Tbese titles the Secretary of the Treasury wears as 
proudly as the dusky belle in the villages and jungle of Africa 
wears a ring in her nose. They mean nothing whatever; they 
simply mean this: That the man who receives them is very rich 
and that he is growing old and that he shows signs of being 
benevolent. These college facult1es and college tru tees want 
him to remember them, if not while be live , at least after be 
passes away. They do not mean as much as the diplomas con­
ferred by the e medical diploma mills we are trying so hard to 
suppress in this country. 
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I am not surprised that the Secretary of the Treasury knows 

so little about economic problems in this capitalistic age of this 
country. 

Now, I want to call your attention to something else that is 
going on. Let us concede for the purposes of this argument that 
there is a diffusion of these taxes ; that the taxes you levy upon 
the rich are paid by the poor. If that is true, then the taxes 
we levied in 1923-the taxes we levied upon the rich in 1923-
were paid by the poor and the rich have recouped their losses 
f01· 1923; they have got them all back again; they have been 
passed on in the manufactured goods that have been purchased 
and in the rents which the poor have really paid. Now, assum­
ing that they are correct about that, let us see where that leads 
them. In 1923 the Secretary of the Treasury announced that 
there would be a deficit of something like $279,000,000, but it 
seems now there is a surplus of $300,000,000 for 1923. So he is 
going to give back the surplus taxes collected in 1923. To 
whom? To the soldiers of this country In adjusted compensa­
tion? W1ly, certainly not. To the poor of this country who 
have paid these bills and reimbur&ed the very rich? Why, 
certainly not. He is going to pay them back to the income-tax 
payers who paid the tax in the first instances and who, accord­
ing to his theory, have got all their amounts back again. He ls 
going to pay a very large bonus to the very rich. 

l\Ir. MURPHY. Will the gentleman yield? 
Mr. HAI.NEY. Yes. 
l\lr. MURPHY. The gentleman is a member of the Ways and 

.Means Committee and has studied the tax problem. 
Mr. RAINEY. I will ask tbe gentleman to be brief. 
Mr. MURPHY. I um very anxious to know what his judg­

ment is with reference to any tax bill that is now before the 
Ilouse, as to whether it will produce enough revenue to take 
care of adjusted compensation for the soldiers? 

Mr. RAINEY. I am coming to that, and if I have the time I 
will discuss it, and if not I will discuss it at another time. 
Either of these bills can easily be so arranged that they will 
take care of adjusted compensation. There need be no trouble 
about that. 

Under the Mellon plan there is to be no bonus for the soldiers, 
but there is going to be a bonus for the very rich who paid these 
taxes, and most of them, including, I am afraid, l\Ir. Mellon 
him elf, were war profiteers. Under this rebate that they pro­
pose l\1r. 1ellon himself will get a rebate of over $400,000, a 
bonus for himself. 

JUGGLING FIGURES I.N THE TREASURY DEPARTMENT. 

Now, I am going to call attention to something, and I want to 
be careful about it7 because I am going to be responsible for 
what I say. I want to call attention to the fact that on the 
24.tll day of January, 1922, Andrew W. Mellon sent a letter, a 
cnrefully considered Jetter, to the chairman of the Ways and 
l\Ieans C-Ommittee. It is printed in the hearings before the 
Ways and l\Ieans Committee of the Sixty-seventh Congress, 
1921-1923. In the letter he said that it appears from the data 
in his possession-I will not read it, because I can tell it quicker 
than I can read it-that the deficit for 1922 would be $24,000,000, 
and the deficit for 1923 would be $279,000,000; that it was ap­
parent that there would be no money left for extraordinary ex­
penses such as the bonus. 

That is the letter, and the reason uppermost in the mind of 
the Secretary of the Treasury in sending that letter was the 
defeat of the bonus. And that is where the juggling of :figures 
comes in that the papers of to-day are talking about. That was 
the deliberate statement of the Secretary of the Treasury on 
the 24th day of January, 1922, and he refers in that letter to 
the Actuary of the Treasuy as authority for the statements he 
then made. 

Now, tbe actuary was before the Committee on Ways and 
Means just a few days ago, and in reply to my questions he 
sai<1-1 have his reply here: 

Mr. RAINEY. On January 24, 1922, the Secretary ot the Treasury in 
n letter addressed to the chairman of the committee announced that the 
deficit for 1922 would oo $24,000,000 and the defkit for 1923· would be 
$279,000,000. Now, I understand he says there was a &urplus in 1923 
of over $300,000,000. 

So there was a mistake in the estimates there of nearly 
$600.000,000 for 1923. . And the Secretary goes on to state that 
he got those .figures from the actuary. I asked this question of 
the actuary himself, and this is the actuary's reply: 

~r. McCOY. The figures used in the Secret~ry•s report for 1922, upon 
which the deficit or surplus was based, were not my figures. I d1d 
supply figures estimating the revenues but they were not used. 

And later on, I read again: 

Mr. RAINEY. Can you give us your figures for 1923? 
Mr. McCOY. I have not them with me. 

:Mr. MILLS. Will the gentleman yield? 
l\Ir. RAINEY. Yes. 
1\1r. MILLS. I am sure the gentleman does not want to pro­

duce a wrong impression. 
Mr. RAINEY. No; of course not 
Mr. ~ILLS. Will the gentleman also put in the RECORD Ur. 

McCoys statement as to why his :figures were not used? 
Mr. RAINEY. If the gentleman will call my attention to it 

I will. 
~1r. MILLS. It is on the next page of that very same hear­

ing. Mr. McCoy stated that in 1922 the Bureau of Internal 
Revenue claimed that inasmuch as it was their function to col­
lect internal revenue, tbey thought their figures should be ac­
cepted rather than an outside actuary. 

Mr. RAilffiJY. The g~ntleman is right about that; be did 
say that and I was comrng to that. He said bis figures were 
not used but the figures of the Bureau of Internal Revenue 
were used. I thank the gentleman for that contribution to my 
speech and I had almost omitted that part of it. In other 
words, the evidence shows that up there in the Treasury De­
p~rtment at that time they had two sets of figures, one set 
grrnn them by the actuary and the other set furnished by the · 
Internal Revenue Bureau. The actuary's figures would not 
sustain the conclusion announced by the Secretary in his 
effort to defeat the bonus, but the :figures supplied by the 
Revenue Bureau would sustain that proposition. And with 
both sets of figures before him, one set by the sworn actuary 
of this Government and the other set made by some clerk 
~ the Revenue Bureau, the Secretary of the Treasury de­
liberately used the set of figures which were wrong. [Ap­
plause.] 

Why, the trouble with this administration is that it has 
too many Daughertys, too many Denbys---or, I believe, it 
has not too many Denbys now, because since I commenced 
this speech he bas resigned. [Applause.] Too many Falls 
it has had in the past, and too many Andrew \V. l\Iellons. 
Why, this record, which my friend the gentleman from New 
York has helped me to develop with his interruptions, is 
worse than the record made by Denby. The record made by 
Denby is this: Na7al officers advised him against the oil 
leases he was about t.o make, and he sent them to sea and 
demanded that be be furnished with more tractable naval 
officers who would back up what he did. But the Secretary 
of the Treasury goes further than that and should be criti­
ci~e5-'l. to a much greater degree than anybody should e-ver 
cr1tic1ze Denby. The Secretary of the Treasury maintains 
an arrangement in his bureau by which he can get any set 
of figures at any time to prove any kind of a statement he 
wants to make on any subject. I would like to know what 
revenue official supplied these figures and whether for that 
kind of service, for stultifying himself in that way, he has 
been promoted or not. 

At ·any rate, he has not been sent out of the department. I · 
have no~ hea.i·d of any discharges on that account. The time 
b.as come to investigate ~e Secretary of the Treasury, and the 
time is right here. Deliberately, and with a purpose to mis­
lead, with the purpose of defeating the soldiers' bonus as it 
came up then, and with the purpose of leading to presidential 
messages which violated the plighted troth of the Republican 
Party, he advised a committee of this House and he advi ed the 
President of this tremendously false deficit, using the set of fig­
ures that best served his purposes. I have now no confidence in 
any figures used by that department. He says that our bill 
will not yield enough revenue, according to figmes which he 
gets from some source or other. He has all kinds of figures up 
there that will suit his purposes and he says our bill will not 
yield enough revenue. We have still on the Ways and l\Ieans 
Committee five gentlemen, Democrats, who helped to frame the 
first income-tax law, and four o:t them are experts in the mat­
ter of taxation, Mr. GARNER of Texas, l\lr. HULL of Tenne see 
and Mr. COLLIER of Mississippi, and Mr. DICKINSON of Missouri; 
The fifth happens to be myself, and I do not claim anything 
for myself, but I claim this for Judge HULL of Tennes ee. He 
is the father of tbe income-tax law in this country. I claim 
for him that he knows more about income taxes in this country 
and in the world than Andrew W. l\1ellon and all of his hire­
lings, wbo are ready to furnish any kind of statement he wants 

·at any time [applause], and I would rather have his judgment 
and the judgment of the three other old Dem<>erats who have 
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sen·eu on that committee than the judgment of Andrew W. 
:Mellon. 

Mr. SCHAFER. Will the gentleman yield for two questions? 
Mr. RAINEY. If you will make them short. 
l\lr. SCHAFER. I am not defending the ~ecretary of the 

Treasury's plan. 
Mr. RAINEY. No; it can not be defended. 
Mr. SCHAFER. I am opposed to the Mellon plan. I am not 

defending the administration. 
Mr. RAINEY. I congratulate the gentleman. 
Mr. SCHAFER. But you have injected the matter of politics 

and the adjusted compensation and the millionaires. 
Mr. RAINEY. Yes. 
l\Ir. SCHAFER. Is it not a fact that many of these mil­

lionaires who are opposing the adjusted compensation at this 
time and who are for the Mellon plan made their millions under 
a Democratic administration? 

Mr. RAINEY. Oh, many of them added to their mlllions 
during the dark days of the war when the blue of the flag 
seemed about to be fading away in the blue of the skies. You 
are right about it, sir ; many of them did make their millions 
then, when 4,000,000 boys were being taken away from the 
farms and the cities and sent to the camps and sent across the 
seas. You are right about it, many of them did make their 
millions as those boys marched across the fields of Flanders, as 
they were mowed dovm by the guns of the enemy. That is 
when they made their millions. They stayed at. home · and 
profiteered, and then as the boys canie back, as the caskets 
covered with the colors and guarded by the friends of the dead 
moved across this continent to their resting places in little 
~emeteries throughout the land, then these millionaires you 
talk about who made their millions in this way in the hour of 
stress for their country, inaugurated this movement-inaugu­
rated antibonus organizations and financed them too, in order 
to destroy the pitiful adjusted compensation we proposed to 
pay them. [Applause.] Oh, you can not do anyth .. ing in this 
country, you can not call attention to these law-defying 
classes in this country, you cau not call attention to the ap­
palling economic effect of the situation which they have created, 
without being charged with making a political speech. 

You can not call attention to the stealings of a Secretary of the 
Interior without being charged with making a political speech. 
You can not call attention to this fraud on the people of this 
country, in the Treasury Department in this juggling of figures, 
and furnish the facts about it-you can not do that without 
being charged with making a political speech. Call this a politi­
cal speech if you will, I do not care. I am telling the exact 
truth, and on that side you all know it. I am going to stand 
always against such things. 

Andrew W. 1\Iellon has so injected himself into this fight that 
I want to discuss him for just a little while and see where he 
stands on this proposition and what he stands for. He is 
usually a pleasant gentleman, but he has said mean things 
about our bill. He says that his bill, the Mellon plan, " is the 
result of experience and study." 

The CHAIRMAN. The time of the gentleman from Illinois 
has expired. 

Mr. COLLIER. I yield the gentleman 10 minutes. .. 
Mr. RAINEY. And that our plan is " a makeshift"; that 

his i::i " a business plan " and ours is " political." He champions 
a plan which will relieve him of $2,100 of taxes every day in 
the year. Of course, that plan is the result of " experience and 
study." This is a "business plan," and when we oppose it, we 
are standing for a "makeshift" and our plan is "political." I 
want to show you how easy it is, under the capitalistic system, 
for these millionaires to develop. Tllere is no way of correct­
~ng this condition except by resorting to a taxation system, to 
inheritance taxes, which they do not dare to propose, and to 
higher taxes on the incomes of the ·rnry rich. Oh, there is 
another way of doing it, and they have adopted that way over 
in Ilussia. It is more severe, even tlle very rich will admit, than 
a resort to taxation. Over there they just kill the rich and 
diviue their holdings among the drones who never do anything, 
and that is the only other way of doing it, except by resorting 
to the taxing system. We know there must be some way of 
doing it, and those of us who believe in maintaining the capi­
talistic system, the mass production of goods as it goes on, 
favor the only method we ought ever to apply in this country, 
and that is the method of taxing the very rich through inherit­
ance and income taxes. 

In 1888 a few gentlemen, Mr. l\lellon being the principal 
among them, organized in the . city of Pittsburgh the Pitts­
burgh Reduction Co. At that time Charles M. Hall bad in­
vented a method of producing aluminum in electric ovens. 
Pl'ior to that time aluminum was almost a precious metal in 
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the · United States~ · They organized the Pittsbtu:gh Red~ctio~ 
Co. with a paid-in capital of $20,000. That is all the money 
they ever paid in except reinvested profits. In a year or so 
that developed into the Aluminum Co. of America, and the 
Aluminum Co. of America is. now a $20,000,000 corporation. 
They invested in the Aluminum Co. of America a part of their 
profits, not all of them, but part of them, until they had made 
an actual investment in that company of a little over $1,000,000, 
and that is all they have ever invested in it and that is the 
$20,000,000 Aluminum Co. of America which we have to-day. 

In 1913, in the hearings on the Underwood bill, Arthur W. 
Davis appeared there representing 1\lr. l\lellon, one of the 
officials of his company, asking for a continuance of a tariff of 
7 cents a pound on aluminum. At that time I cross-examined 
him. Then again when he appeared in 1921, when the Foruney 
bill was under consideration, with the same proposition I 
cross-examined him on both these occasions, 1913 and 1921, 
and developed these facts: That the Aluminum Co. of America 
in 1912-13 was paying about 15 per cent on a capitalization 
of $20,000,000. In other words, it was paying them from 180 to 
235 per cent every year on the money actually inve~ ted. 1\lr. 
Davis admitted tllat. In 1921 he admitted that they were 
paying a dividend on $20,000,000 of 12 per cent every year, or 
a profit of 140 per cent on the amount of original capital and 
reinvested capital in the business, and a profit of 1,000 per 
cent on the money which they originally put into the enter­
prise. That is the Aluminum Co. of America, that is 1\lr. 
Mellon's company. 

During the Taft administration l\Ir. Davis testified tllat he 
prepared with the officers of the company an agreement fixing 
a world price for aluminum. At that time the )1ellon Co. 
had expanded until they had the Northern Aluminum o. in 
Canada, that operated along the St. Lawrence River where 
there is water power, with a capitalization of $500,000, and the 
American Bauxite Co. At that time l\Ir. Mellon's company had 
obtained the water power along the Soo Rapids and were tlle 
largest users of electric energy at Niagara. They also had 
organized the Pine Grom Realty Co. and the United States 
Aluminum Co., which was a fabricating company and making 
aluminum utensils. At that time they had the absolute mo­
nopoly of the production of aluminum in the United States. 

But there were foreign companies operating under the pat­
ents that they themselves owned, and they wanted to be pro­
tected from any possibile competition by them.. So l\fr. 1\IE'l­
lon's officers prepared an agreement fixing a world price for 
aluminum. You will find this all in the hearing . 1\Ir .. Davis 
admitted it all. They took the agreement to the Attorney 
General-this was under the Taft administration, when there 
were the Ballinger scandals and the Sugar Trust thefts and 
these other scandals almost as bad as we have to-clay-we 
have waited eight years for them to come again, and they 
always appear under a Republican administration.. The Attor­
ney General said, "Yes; it all right; you could do that if you 
don't sign the agreement." ·well, all the other companies in 
the world signed it, including Mr. Mellon's Canadian company, 
and they developed aluminum in Norway, southern France, anu 
England, where there is an abundance of water power. 

In the making of aluminum it takes bauxite, which is noth­
ing but clay, and water, and the Mellon companies are now a 
part of the Water Power Trust in this country. 

While the American company did not sign the agreement, 
Mr. l\lellon had his Canadian company sign it. In 1913 I said 
to l\Ir. Davis, "One reason why Mr. l\lellon's company clid not 
sign the world trust agreement which you prepared was be­
cause to-day we have a law in this country which would pre­
vent it." He said, "I must say that you have stated tbe matter 
fairly." 

This is the way Mr. :Mellon got rich. This is the way Mr. 
Mellon accumulated a fortune which makes him the second 
richest man in the world. This is the Secretary of the Treasury, 
who devotes his time, not to his business but to escaping taxes 
through a control of the party to which he belongs. 

But this is not the only way. He bas other enterpri. es. r 
have not given you the profits of his various other aluminum 
companies. When we prepared the Underwood l.Jill thi amt1 
Mr. Davis appeared before us and said, "We had been enjoying 
a tariff of 7 pe1· cent upon aluminum and we want it retained." 
Of course we did not retain under these ch.·cumstances any such 
duty, but we reduced the tariff to 2 cents a pound on alUlllinum. 
During the entire period of the Democratic control the pro­
tection which they received was 2 cents a pound on aluminum, 
and they did not get that with my consent. 

As soon as we began w frame the Fordney bill this same l\fr. 
Davis appeared, and I cross-examined him again. You will fintl 
it in the hearings. I said, "Under the Payne-Aldrich bill you 
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received 7 per cent, under the Underwood 'bill you received 2 
cents, and you want the 7 cents restored." He said, "Yes; we 
want 7 cents." I asked him if they brought in any more alumi­
num under the 2-cent rate than they did the 7-cent rate, and 
he said, "No; about the same amount." 

The CHAIRMAN. The time of the gentleman irom Illinois 
ha again expired. 

)Ir. COLLIER. I yield the gentleman five minutes more. 
l\lr. RAirEY. And now you would not be surprised, would 

you, if you learned that they got 7 per cent? Jn drafting tariff 
bills the Republican Party have an exceedingly easy way of 
doing it. If there are two witnesses who appear before the 
Ways and Means Committee, each one suggesting a different 
rate, they have nn eaf?y way of settling the matter. They 
settle it in favor of the witness who suggests the higher rate. 
Here, there was but one witness, and he ..spoke for an absolute 
monopoly, and he wanted 7 cents, the same as they had under 
the .Payne-Aldric!h ibill. 

That would offset every difference in labor cost of pro­
duction, he said. Tio you know what they gave him? This is 
what the .Republican Party gave Jlim. They gave him 9 -cents 
a pound, because l\Ir. l\1ellon, who owned these companies, was 
the Secretary of the Treasury, with all ,the power ancl -the 
patronflo<re that went with •that office. 

Can you expect any Te lief from the Republican -party ·under I 
the conditions that prevail now? Thank God ,for the 1La 
Follettes I Thank God for tbe Johnsons I Thank God for the 
Frears; and 1\lr. FREAR is the biggest man and the bravest of 
all of them. Thank God for them. The Mellon plan ought to 
be defeated, and you gentlemen know it. 

IT'his is not the only avenue that bas been presented to the 
Secretary of the Treasury for accumulating this tremendous 
fortune. Do you think he ls going to take any money out of 
the Aluminum Co. of America, which .is ma.king for him now 
140 per cent evei;y _year, and ,put it into tax-exempt securi­
ties that pay 41 or 5 per cent? Do you e~pect that to be done.? 
It ls absurd. He is not going to take anything out of that. 
P.robahly he has some tax-exempt securities. Recently .a 
brother multimillionaire-and when multim,illlonaires fall out 
we b-egin to .find out something-defied him to say how much of 
his wealth he got from distilleries, and he never answered. I 
remembe:i:, when he took control of the Treasw-y Department, 
at that time the New York newspapers stated that he was the 
large t holder of bonded whisky in warehouses in the United 
States. He never denied that_ I wonder how much of it he 
owns now? lt is impossible to find out what the withdrawals 
have been. .He stand at the outlet there. He controls the 
withdrawals. Of course they withdraw whis~y from the 
bonded warehouses. It l1as assumed now a tremendous value 
under tile Volstead .A.ct. They take it out for the purpose of 
healing the sick. That may be one way of .healing the sick ; I 
do not know; but assuming that itJs an excellent way of heal-
1ng the sick, Mr. Mellon ought not to be allowed a monopoly of 
this method of healing the sick. 

Mr. McSW A.IN. Mr. Chairman, will the gentleman yield? 
'.Mr. RAINEY. -Yes. 
~Ir. Mc SW A.IN. I wish to ask the gentleman if he has con­

sidered section 243 of the Revised -Statutes of 1878, which was 
approved by George Wusllington on December 2, 1789, to the 
effect that no person directly or indirectly interested in busi­
ness or commerce should be appointed -Secretary of the Treas­
ury? 

'Mr. RATh""EY. Yes; l have often thought of that, and it is 
time for tbe electorate of this country to commence to think 
about it seriously, more seriously even than in the past. Mr. 
Mellon _put that whis~y into bonded warehouses, whisky prob­
ably from his own dlstilleries. At that ,time it was wo1·th, 
probably, a. dollar a gallon. It .has increased now in v.alue up 
to $30 a ga.llon, an.d all he had to do was to wait. It is almost 
as ,Iiro.fitable as aluminum. He did nothing to make it increase 
in value. Industrious, ..hardworking bootlegger.s ..fix the price 
for Mr. l\1ellori's suppJy of whisky in bonded warehouses, and he 
lets it out for the purpose of healing the sick. Nobody can 
find out anything about the withdrawals, no.r whose whisky 
has gone out of the bonded warehouses. I defy l\Ir. Mellon ,to 
say how much w.hisey he .had in .bonded warehouses at the be­
ginning of his control of the withdrawals, and how .much he 
has now. It will be an exceedingly illuminating proposition 
to giva.t:o the people of the country. 

Democrats were not _pei:mitted to assist in the . pr~paration 
of this bill so far as it .relates to the normal surtax :r:ates. :Be­
:mnd closed doo:r:.s :Republican members _p1:epared these rates. 
There was little dispute over the ,i:emain:ing.sections of the .bill­
the administrative sections. In other words, administration 
~aders have preferred to m_ake the income-tax rates in this _pi~ 

a 'POlitical proposition, and Mr. Mellon charges our bill with 
lbeing a political bill. I remember that in the Sixty-sixth Con­
,gress Democ1·atic members of the committee were exclu<led 
•from the room while Republican members prepared u soldiers' 
adjusted compensation ·bm as a partisun -political measure~ I 
•charged on the fioor that it was prepared simply to carry the 
Republican Party over the elections and that it would be killed 
in the Senate. They denied it most vigorously, but this was 
done, and then came the present administration and the veto 
of the bill by one President and the promised veto by another 
President, the juggling of ..figures by the .second richest man in 
the worW to make those vetoes possible, and the propaganda 
which is. now being carried on .against it. The soldiers have 

1been handed a ,gold bTick and they are beg.inning to under­
,stand .it. 

MEI.LON A TAX DODGE.R. 

An examination of the Government actuary, Mr. Joseph F. 
:McCoy, on the 13th day of .February developed also another 
startling fact. There are six: income-tax: payers in the United 
States who pay no normal tax. They are the six: men in the 
United States whose income is $3,000,000 per year and more 
than $3,000,000 per year. They have so invested their funds 
in .corporate .securities -and in other ingenious ways that they 
,have been able to escape the payment of the normal tax. They 
are the world's six greatest tax dodgei::s, .and l\lr. 1\lellon is one 
of them. 

His treatment of the .soldier ls so thoroughly approved by 
other Republican 'leaders, the juggling of figures in his depart­
ment, his method of dodging the normal tax-all the e things 
are the result of " study and e.:u>erience." This method of doing 
things is merely a "business proposition." Those of us who 
have courage enough to call attention to it are doing so for 
"political purposes" and not for "sound economic reasons." 
Tbe amount of normal tax Mr. Mellon escaped last year by his 
tax-dodging methods, if his income is only $3,000,000 a yea.r­
and it will amount to much more than that-is $239,680; but 
this, of course is a " business method " ; " the result of experi­
ence and study." 

Since I commenced this speech the passing of Denby has been 
announced. He has l'esigned from the .high position he has 
been holding. The administration of President Coolidge will 
purU.y itself still more if the President also dispenses with the 
services of .Daugherty and .Mellon. The .President is .carrying 
a ·1oad no President can carry through an election year. The 
passing of .Denby and Fall will not be mourned. Peace to their 
ashes. An aroused public conscience will make it impossibla 
for the efforts o'f this administratiop .to relieve the very rich 
:from .paying their share of the burden of supporting tllis Gov­
ernment. [A.pplau e.] 

The CHAIRMAN. The time of the gentleman from Illinois 
has again expired. 

'Mr. COLLIER. l\lr. Chairman, I yield the gentleman five 
minutes more time, if he desires it. 

illr . .RAINEY. I thank my friend, but I will not take it. I 
do not want time which really belongs to others. 

Mr. GREEN of Iowa. 1\lr. Chairman, 1 yield. 30 minutes 
to the gentleman from Illinois [~.fr. CHINDBLOM]. 

THE PRI~CIP.AL ISSUE. 

l\fr. CHL~BLOl\1. l\1r. Chairman, not since the memorable 
national campaign of J.896, when the mnjar po1-.tion af the Demo­
cratic Party under its tben newly discovered peerless leader 
sought the debasement of our national currency and the par­
tial repudiation of public and private indebtedness by the 
propo al to change our monetary system from a single to a 
double standard, have the people of the aountry been -so 
aroused by and .interested .in an ~conomic question as tbey are 

·to-day by and in the issue of tax :revi ion. As in 189n, the 
Republican .Par:ty has ,sounded the alarm .for legi Iation de­
signed to protnote the general welfare of all the people and 
secure the greatest .goo_d ,to .the greatest number. In the 

, silver campaign the Democratic slogan was : " ~hou halt not 
press upon the .brow of labor a .crown of thorns nor orncify 
it upon a cross of gold." To-day the similar cry in less .ele­
gant phrase is: "Soak the rich and get the votes of ·the .flOOl'." 
_In the ..former battle fo1· national welfare many thoughtful 
and clear-minded Democrats left their party. On the Jlresent 
issue many Democrats disagree with the party leadersni_p in 
this House, but by invoking the caucus rule the ·Democratic 
membership here has prevented any of their number from 
joining in the task of tax revision or ta:xrnform jnstead of mere 
tax: reduction. 'I -predict that -before this issue is settled 
finally many Democrats in the country will repudiate the 
leadersliip here as -that leadership has ah·eaijy been repudiated 
by infiuenthil Tepreserttatives af the •Democratic press. The 
New York Times in -an editorial of ' the '15th instant condemns 
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the action of the Democratic caucus and asks: "Who gave 
these gentlemen authority to express the Democratic fiscal and 
economic policy?" They then quote the declai.·ation of that 
party .at San Francisco, to which I shall refer presently. 

This editorial reads in part as follows: 
If a Democrat in the House is liberal and wise enough to judge the 

Mellon plan-likewise in purpose and effect a Glass-Houston-Wilson 
plan--<>n its merits and for the good of the country, he isn't allowed 
to vote for it unless he made a specific contract, so to speak, with his 
constituents. 

The Democratic caucus rule in question doesn't insure party soli­
darity. It fetters, or seeks to fetter, the exercise of free opinion 
unless that has been communicated to "the home district." It may 
be said that the working of the rule is unimportant in this case since 
two-thirds of all 1.he Democrats voted for the Garner plan. But it 
may be asked : " Who gave these gentlemen authority to express the 
Democratic fiscal nod economic policy?" Until the next Democrattc 
National Convention the do.gma of San Francisco must stand. [Quot­
ing the platform.] 

The Times then concludes: 
National Democratic approyal of a Democratic-Republican, a car­

dinal national, plan of tax reduction-and Mr. Mellon's, not Mr. 
Garner's, surtaxes. 

In fact, it would not be surprising if the Democratic Party 
it elf jn the next national convention should repudiate the 
caucus action of the representatives of that party here. The 
arguments for tax reform have been so ably stated by many 
of ns supporters that it is difficult to find new words and new 
forms in which to state the position of those who support that 
side of the question. However, I beg your attention to one 
statement which is about as clear, concise, and apt as it could 
we! l be made. · 

Listen to this: 
We advocate tax reform and a searching revision of the war revenue 

acts to fit peace conditions, so that the wealth of the Nation may not 
be withdrawn from productiYe enterprise and diverted to wasteful or 
nonproductive expenditures. 

Who made this statement? The Democratic Party. I find 
it in the n Htional platform of the Democracy adopted at San 
Francisco in July, 1920. How does this declaration jibe with 
the proposed Democratic action in this House? How can " tax 
reform" and ' revision of the war revenue acts" be accom­
plished "to fit peace conditions so that the wealth of the 
Nation may not be withdrawn from productive enterprise" ? 
Can it be done by leaving· surtaxes at a maximum of 44 per 
cent, which, together with the proposed normal tax of 6 per 
cent, will leave a total tax in the highest bracket of 50 per 
cent? When men are not placing their investments in pro­
ductive enterprise with a maximum tax of 58 per cent, will 
they change their attitude and practice because this tax has 
been reduced by 8 per cent, to 50 per cent? Of course, the 
question ans•vers itself. No one but a philanthropist who is 
anxious to donate money to the Federal Treasury or an en­
thusiast who will sacrifice income for the plea ure of producing 
a pet invention, or the unfortunate victim who already has his 
money invested in an industry from which lie can not extricate 
himself, would think of placing or leaving his money in a 
hazar9ous and competitive enterprise whicll, with gross earn­
ings as hjgb as 10 per cent, would leave h im only a net income 
on his capital of 5 per cent, while his whole income would still 
be subject to all manner of local taxation. Even a surtax of 
25 per cent with a normal tax of 6 per cent would require gross 
earnings of 10 per cent 'to yield a net income of 6/u- per cent, 
but still leaving the whole income subject to all kinds of State 
and municipal taxes on both income and capital. 

Reverting to the Democratic attitude on thi~ question, it 
would not be surprising if the next Democratic National Con­
vention should adhere to its pronouncement at the convention 
of 1920. In fact, that convention would be compelled to do 
that unless it should elect deliberately to repudiate the late 
lamented President Wilson and both of his Secretaries of the 
Treasury, MeEsrs. Guss and Houston. 

In his message to Congress on December 2, 1919, President 
Wilson said : 

The Congress might well consider whether the higher rates of income 
and profits taxes can in peace times be effectively productive of reve­
nue, and whether they may not, on the contrary, be destructive of 
business activity and productive of waste and inefficiency. There is a 
point at which in peace times high rates of income and profits taxes 
discourage energy, remove the incentive to new enterprise, encourage 
extravagant expenditures, and produce industrial stagnation, with con­
~equent unemployment and other attendant evils. 

In his annual report in 1919, Secretary of the Trea ury 
GLASS made this statement: 

The upmost brackets of the surtax have alrearly pas ed the point of 
productivity and the only consequence of any further increase would be 
to drive possessors of these great incomes more and more to place their 
wealth in the billions of dollars of wholly exempt securities heretofore 
issued and still being issued by States and municipalities, as ~ell as 
those heretofore issued by the United States. This process not only 
destroys a source of revenue to the Federal Government, but tends to 
withdraw the capital of very rich men from the development of new 
enterprises and place it at the disposal of State and municipal gov­
ernments upon terms so easy to them (the cost of exemptions from 
taxation falling more heavily upon the Federal Government) as to 
stimulate wasteful and nonproductive ex~nditure by State and munici­
pal governments. 

In 1920 Secretary Houston said in bis annual report: 
Since the adoption of the heavy war surtaxes in the revenue act of 

1917 the 'l'reasury ha repeatedly called attention to the fact that 
these surtaxes are exces ive; that they have passed the point of maxi­
mum productivity and are rapidly driving the wealthier taxpayers to 
transfer their inve tments into the thousands of millions of tax-free 
securities which compete so disastrously with the industrial nnd rail­
road secuTities upon the ready purchase of which the development of 
industry and the expansion of foreign trade intimately depend. 

These expressions by the Democratic National Convention 
and by the leaders of the last Democratic national administra­
tion employ the same arguments for lower surtaxes that are 
now urged by the Republican administration. 

Let us not delude ourselves about the Mellon plan. There is 
more back of it than propaganda. There is a sound economic 
principle; there is the determination of the people, -regardless 
of party, that the time has come for an adjustment of Federal 
taxation to meet the necessities of the arts and industries of 
peace. The people are willing to pay sufficient taxes to liquidate 
the cost of the war, but they are not .willing to have those taxes 
assessed and collected in suclt ways and according to such plans 
that unnecessary burdens will be laid upon the earning power 
and efficiency which must furnish the means for the payment 
of taxes. The most important thing in this country to-day is to 
lay plans for the pre ervation and enlargement of our present 
prosperity. That can not be done by confiscatory attacks upon 
capital which mu t be employed to furni h labor to the wage 
earner, markets for the farmer, and assistance to business of 
every kind. · 

In 1896 demagogic appeals to the ma ·ses against the so­
called classes and promises of artificial prosperity by enlarging 
the volume and debasing the standard of our currency seemed 
for a while destined to succeed at the polls, but the sober 
second thought of the American people convinced them that the 
experience of mankind as well as of our people outweighed a 
seeming temporary benefit and that, after all, capital, the sub­
stance and sine qua non of husbandry, industry, and trade, 
could not be stricken down without injury to all the people. 
Neither can the just rewards and returns to enterprise and 
initiative be denied without injury to all of society, including 
the toilers and workers whose very livelihood is dependent upon 
the investment of capital. For myself, I am not much con­
cerned about compromise rates for the income-tax schedule. 
I want rates which will benefit the entire people. Every indi­
vidual taxpayer, of course, wants a reduction of his own taxes. 
If the mere question is how to reduce taxes for the largest 
number of individuals, such reduction is easily made and may 
be temporarily popular, though even that proposition is doubt­
ful, because not only the payers of small income taxes but those 
who pay no direct Federal taxes whatever-as for instance 
the great mass of the farmers and tbe wage earners-are be­
ginning to understand that they ultimately pay the higher tax 
rates in the high cost of living and the inflation of values 
through which the high taxes are passed on to the consumer. 
Every balance sheet of industry, commerce, and banking figures 
tax payments as part of the cost of production and operation. 
The manufacturer, the wholesaler, the jobber, the retaile.r, the 
banker, the broker, the peddler, and the mender all pass on the 
tax to the last man who buys and can not pass on the cost, be­
cause he must eat, wear, use, or occupy the thing which he has 
purchased. 

The generosity and forbearance of the war are ovet,. The 
people are looking for a proper adjustment of our b'lisiness 
conditions and Congress will be held responsible for our part 
in shaping economic conditions. The wisest, necessary, and 
really only proper medium or relation through which govern­
ment affects business is through the assessment and collection 
of taxes, particularly when taxes are as high as they now are 
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and for a long time must remain to meet the needs of the 
Federal Government. The dissatisfaction and unrest of the 
people, for instance in the Northwest, are due to economic con­
ditions. They are forerunners of conditions such as existed in 
1892, 1893, and 1894, when Populism flourished in some parts 
of the land as a protest against hard times. We then needed a 
readjustment and it came, together with an unprecedented era 
of prosperity, with tbe reaffirmance of the gold standard and 
the adoption of a wise protective tariff. To-day we are enjoy­
ing a measure and species of properity. 

It is based largely upon the necessity for production to replace 
the depleted stocks of merchandise following the diversion of 
industry to war purposes. But agriculture, whose products are 
seasonal and whose activities can not be stimulated to replenish 
the needs of former years, as they had to be met in some way 
e\en during the war to maintain the lives of the people, is still 
languishing. Europe is able to buy only a small part of our 
surplus products, both grown and manufactured, and is a keen 
competitor with us for foreign trade in depreciated currencies. 
All this means that we must prepare to establish our prosperity 
largely on a domestic basis. Our trade must be, more than ever 
before, with ourselves. We have become a creditor nation and 
can not compel foreign countries to trade with us to receive pay 
for our obligations to them. We must set our house in order 
for these conditions. 'Ve must make our own capital available 
for enterprise and investment. 'Ve must encourage and compel 
participation in productive activities that use our raw materials 
and give employment to our labor. Tax-exempt securities fur­
nish a measure of employment, but they leave large debts to be 
paid by the people and passed on in increased tax burdens. 
These are the considerations and questions that will furnish the 
issues in this year's campaign. The international issues of 1920 
are settled and do not agitate the people now. We have receded 
sufficiently from the war to get a rational perspective. The war 
debt must be paid, and sufficient taxes for that purpose must be 
raised, but these taxes must be spent with the maximum degree 
of economy and retrPnchment and they must also be laid with 
as great consideration for other economic conditions as may be 
possible. 'l'he people now want to know how we propose to 
allocate and readjust the war costs so as to insure continued 
prosperity and happiness. _ro fine rhetoric, no special pleading 
for the alleged poor and consequent denunciation Qf the rich, no 
party caucus action by which we permit ourselves to· be bound, 
will be deemed sufficient excuse by the people for our failure 
now to adopt a wise and beneficial tax-revision policy. 

Some interesting and amusing things have occurred in this 
debate. I heard a gentleman make such an imploring plea for 
the poor taxpayers, the small taxpayers, that he excited my 
sympathy an<l, to some extent, my curiosity. Upon investigation 
I find that in the county where this colleague li\es in 1921 
there were actually 106 persons who filed income-tax returns 
and 57 persons >Yho paid taxes. The fact is that we have 
altogether mistaken the situation as to who pay these taxes. 

The big argument of our Democratic friends is that their 
proposal will benefit a larger number of taxpayers than tbe 
proposal of the Committee on Ways and Means. In their 
minority report they state that their proposal-
offers in a logical and constru<:tlve way more substantial reduction or 
relief to all the 6,600,000 persons on the income-tax rolls, according 
to the Treasury statistics for 1921, which are the latest, than does 
the Mellon tax proposal, except as to some 10,000 of the larger sur­
tax payers. 

And on page 86 of the report they have inserted a table of 
income-tax rates by States so as to show the number of persons 
benefited more by the Democratic (GARNER) plan than by the 
l\Iellon plan, and they state this number to be exactly 6,641,262. 
The fact is that while there were 6,662,176 individuals who 
made income-tax returns in 1921, only 3,589,985 of them paid any 
tax whatever, and no tax whatsoever was paid by 3,072,191 per­
sons who made tax returns. Still our Democratic friends claim 
credit for giving a larger benefit to the more than 3,000,000 people 
who made returns but paid no taxes in 1921. Of course, this claim 
and " expert " method of making an estimate is on a par with 
the entire Democratic scheme which instead of using merely 
the surpl113 of $320,000,000 actually available in the Treasury 
will so largely reduce the income of the Government as to leave 
a deficit of over $300,000,000 when the law, if it should be 
passed, would become fully effective. The title of the bill, if 
the Democratic· proposal is adopted, should be changed to read: 
"A bill to reduce taxes and create a deficit, and for other pur­
poses," the principal other purpose being to appeal to the prej­
udices of the unthinking for votes in the election of 1924. 

The persistent argument of our opponents is that they are 
legislating in the interest of the small taxpayers. Who are 

these small taxpayers? Who pay the income taxes in the 
United States? The Democratic policy on this question is being 
controlled now as always by the Members who constitute the 
solid South of the Democracy. In these 10 States the total 
number who filed income-tax returns in 1921 was 626,147, of 
whom 200,188, or one-third, were in Texas, and at the ratio of 
actual taxpayers to the number of returns in the entire country 
( 54 per cent), the total number of actual taxpayers in these 
States is 338,119, while New York alone has 1,066,637 making re­
turns and 575,784 taxpayers, Pennsylvania 621,103 making re­
turns and 335,395 taxpayers, Illinois 611,558 making returns and 
330,241 taxpayers, Massachusetts 388,442 making returns arnl 
209,758 taxpayers, California 386,082 making returns and 
208,584 taxpayers, Ohio 367,096 making returns and 198,232 
taxpayers, New Jersey 269,096 making returns and 145,312 tax­
payers, and Michigan 250,147 making returns and 135,079 tax­
payers. These States, together with Texas, are all the States 
which in 1921 filed more than 200,000 income-tax returns and 
had in excess of 100,000 income-tax payers. In these eight 
Northern States, having a total of 2,192,487 income-tax payers 
in 1921, there were 127 Republicans and 53 Democrats in this 
House. These figures will interest the country. But when the 
issue comes before the people, I believe tbe conditions of 1896 
will be repeated. The appeal to the selfish individual interests 
will fail, while the appeal for the general welfare of the entire 
country will win. The American people are sound and wise. 
They will repudiate the purely political appeal and follow the 
larger and broader leadership, based on sound economic prin­
ciples which promise benefits not merely to individual tax­
payers, but to agriculture, manufacture, commerce, industry, and 
trade of every kind, and to all the people in the land. 

Even the appeal to the so-called poorer classes is without 
any real foundation. A. married man with an income of less 
than $5,000 does not pay any income tax if he has the ordinary 
family of a wife and three children unless his net income 
exceeds $3,700, and under the earned-income provisions of this 
bill tl:iose who pay any tax will have a further reduction of 
25 per cent on at least $5,000 and as high as $20,000 of their 
income. According to tbe Treasury Department, unmarried 
persons who have an exemption of $1,000 paid into the Treasury 
$150,000,000 more than they would have paid if their exemption 
had been $2.500. Under the pending bill this amount will be 
reduced by 25 per cent in accordance with the earned income 
section. . 

I have procured a reliable compilation of the earnings of 
various classes of people as shown by the best available sta­
tistics and records in the Library of Congress. These show 
that the annual earnings for the classes stated below are as 
follows: 

Based upon income-tax returns for 1921, sole proprietors of 
business earned the following average income : 

INDUS'.l.'RIAL GROUPS. 

Agriculture and related industries _________________________ _ 

:fi~~:&.c~~~iniu-~r~~~~~===========================::::::::: 
ConstructioD---------------------------------------------
Transportation and other public utilities--------------------

TR.ADES. 

$1,758 
2,885 
3,332 
3, 330 
2, 141. 

Public service, professional, amusements, hotels, etc __________ $2, 964 
Finance, banking, insurance, etc___________________________ 3, 619 
Special cases, businesses not sufficiently defined to be classed 

in any other division-------------------------------:---- 2, 811 

The report of the United States Coal Commission on the 
anthracite industry shows that miners' laborers in 1921 earned 
from $100 to approximately $3,000 during the year, depending 
upon the number of days employed. Out of a total of 76,016, 
only 3,037 earned over $1,400. Outside men in the anthracite 
industry earned from $100 to $4,000, also depending upon the 
number of days employed, and the largest numbers in wage 
groups earned under $2,000, only 1,856 earning $2,000 and over. 

In the bituminous coal industry, according to the report of 
Ethelbert Stewart, filed as Senate Document 171 of the Sixty­
seventh Congress, the average earnings for pick miners, ma­
chine miners, and loaders, assuming each person to have worked 
every day of operation and to have earned as much per turn as 
during the pay period taken, were $1,357.40. 

RAILWAY EMPLOYEES-CLASS I RAILROADS. 

Actual average annual compensation, April, 1923 __________ $1, 591. 04 

UNITED STATES STEEL CO. WORKERS. 

Average annual wage paid to employees in 1921_ _________ $1, 739. 00 

MALE FARM LABOR.. 

Average wage per month, 1923: • 
With board --- - --------------------------------- ---- $33. 18 
Without board--------------------------------------- 46. 91 
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TEACHERS. 

Average annual salaries, 1921 to 1922, in ~II cities, except 
New York, from 2.1'500 population and ove.r. $l 

624 Elementary school teachers------------------------- 1' 565 
Junior high school teach~rs-----------------~-------

1
• 968 

Elementary school prioc~pals-------------------------- 2' 218 
Junior hlgh school principals------------------------ • 

FED.10.RAL GOVEil~MENT EMPLOYEES. 

Average salaries as reported for classification purposes: 
A-verage 

Service group. . • basic sal~l5 
Professional and aclentitic _________________ .------------ $i, 306 
Snbprofessionnl ----------------------------------------.-- 1' 533 Clerical, administrative, and .fiscal______________________ '

7
r.

8 Custodial ---.-----------~---------------------------- 979 
Clerico-mecbamcal -------.----------------------------

MUNICIPAL El!POOYEES. 

An investigation, covering 27 cities in the United States, by 
the New York Chamber of Commerce, whose results were pub­
llgt1ed in the American •City Mngazine for Or.tober, 1923, shows 
the following figures : 

Poliaemmi. 
Annual salatry range _______________________ $1, .200 to $2, .280 
Average maximum alarY--------------------- 1, 852 
Average minimum salary________________________ 1, u85 

Firemen. 
Annual salary range--------------------------- $1, 200 to 2, .280 
A'Verage maxfmum sa~arY---.------------------- f• g~I 
4.rverage mi.nimmn salary______________________ • 

.BUILO!NG TRADES. 

These trades include carpenters, cement finishers, electricians, 
1 hod carriers, building laborers, lathers, painters, plasters, plas­

terers' helpers, bricklayers, elevator CQilstructors, gas fitters, 
hoisting engineers, marble-cutters, marble-setters, masons, orna­
mental-iron workers, pipe coverers, ptumbers, roofers, .sheet­
metal workers, steam .fitters, steam fitters' helpers, structural 
ironworkers, and tile setters. . 

Their wages vary throughout the country, but even m the 
lftr<Yest eities they rarely exceed $1.25 an hour, or a total of 
$10"' for a worldng day. Very few of these trades are emplo_yed 
every da.Y of the year. but, assuming that they should woTk 300 
days, their total earnings wouJ.d not be o~er $3,000. 

OTHER WORKERS. 

It js needle to :say that very few skilled or un killed work­
men in the United States get as high rates of wages as the men 
in the buil-<ling trades in the large cities. I will insert some 
further figures proving this statement. 

Research Tieport No. 02 of the National Industrial Conference 
Board, published in Septe~ber, 1923, s~1ows that the avera~e 
weekly earnings of composite and classified groups of labor m 
23 industries in June, 1923, earned $27.12, classifi~d as follows: . 
For all male wage earners-------------------------------- $28. 97 
For all male unskllled wage earners------------------------ 23. 14 For male skilled wage earners ___________________________ .so. 90 
Fot· women wage earners--------------------------------- 17. 94 

'l~E>se figures show that very few bf the wage earners and 
farmers of the country ·pny any substantial income taxes di~ 
rectly, but they. all pay their full share of the taxes. which are 
diffused and passed on to the ultimate consumers. 

With reference to the building trade , I am myself 
familiar with the conditions in Chicago, and I bave ascer­
tained the situation in New York and other large 'Centerg -0f 
population, and I .find that the average wages of all these 
tmilding trades, which I have enumerated above, a.re below 
those paid in Chicago and New York, w.bere the average of 
such wages is not over $1.25 an .hour fo1· eight hours' work, 
making a daily average of 10. None of these men are em­
ployed throughout the whole year, but if they were, if ~ey 
are heads of families, they would earn only $3,000, which, 
as I said before, would place the.m in the exempt class of tax­
payers. 

I have gone into these details for the purpose of showing 
that this much vaunted and boasted Bolicltude for the "poor 
man" and the "wage earner" and the "average man" has 
not much foundation in fact. Tbe thing that will benefit the 
people of this country will be the mainteilllnce of prosperity. 
A workingman will be worse off even with a larger reduction 
in his income tax-if he pays any-if he loses one week of 
employment or .even two or three day, of employment, by 
reason of the high surtaxes driving capital into nonproductive 
en.tei:prises, than he would be with a smaller reduction of his 
income tax. 

The CHAIRMAN. The time of the gentleman from Illinois 
has expired. 

Mr. HAWLEY. l\fr. Chairman, I _yield to tbe gentleman 
two minutes more. 

The CHAIRMAN. The gentleman from Illinois ls recog­
nized for two minutes more. 

Mr. OIDNDBLOM. I will insert in the RECORD, because I 
have not time now i:o present 1t to the House, a resume or 
discussion of certain administrative features of the bill, in­
cluding the section on the board of tax appeals, which was 
particularly assigned to me in the consideration of this matter 
before the House by -the Committee on Ways and Means. Per­
haps I shall have an opportunity to discuss those questions 
if any interrogatories should be propounded when we reach 
them under the five-minute rule. 

'.Mr. MURPHY. .l\fr. Chairman, will the gentleman yield? 
Mr. CHil\1DBLO'.ill. Yes; I promised the gentleman from 

Ohio I would yieia to him. 
1\Ir. MURPHY. The gentleman has made a very excellent 

and logical speech on taxation, and it was a real treat to my 
intelligence. I am particularly interested 1n getting the gentle­
man's views with reference to bringing in taxes in the pro­
posed bills now pending before the House. Will they produce 
enough revenue to take care of the soldiers' adjusted com­
pensation? 

Mr. CH1NDBLOM. I will say to the gentleman that of 
course I know he bas asked that question of all the members of 
the committee. 

Mr. MURPHY. I am honestly seeking for information. 
Mr. CHINDBLOM. I know that. I do not know that J can 

speak for other individuals on the committee besides my elf, 
but I saw no indication that the individual members of the 
committee sought to take into account any other expenditures 
of the Government than those already provided for by law. 
We sought means to reduce the amount of revenues tQ be col­
lected with a view of meeting expenditures known at· present. 
If additional expenditures are taken into consideration, such 
as the proposed soldiers' adjusted compensation, the proposals 
to inc-rease the pay of postal employees and to increase the pay 
of employees in other departments, if any of these are adopted 
they will make new drains upon the Treasury; but our duty 
at this time, in the construction of this bill, was to consider the 
surplus which bad accumulated and which is available for the 
reduction of taxes, and we kept within the estimates of the 
Treasury Department in tbat matter. It is said that the tax 
reduction is $330,000,000. It is more than that; I think it is 
more nearly $390,000,000, but $60,000,000 are added to the re­
ceipts formerly obtained by various provisions in the bill 
which we hope will stop evasions and stop gaps 1n the payment 
of taxes. [Applause.] · 

The CHAIRl\IAN. TP.e time of the gentleman from Illinois 
has again expired. 

1\Ir. HAWLEY. Mr. Ohairman, I yield to the gentleman three 
minutes more. 

The .CHAIRMAN. The gentleman from Illinois is recog­
nized for three minutes more. 

:Mr. l\IDRPHY. Mr. Ohairrnan, will the gentleman yield 
further? 

l\lr. CHINDBLOM. Yes, sir. 
Mr. MURPHY. In view of the condition that has come 

about in Congress since this bill was introduced, whereby no 
party can claim the credit for the passage of the tax meusure 
as it now stands, or assert that it will be either a Democratic 
or a Republican plan of tax reduction-in that event what 
chance will there be, under the figures yon have been workJng 
with for the proposal for the soldiers' adjusted compensation? 

lli. CHINDBLOl\1. If the Democratic proposal i accepted 
we would not only use up the surplus of ., 330,000,000, but we 
would have a deficit of $300,000,000 in the Treasury, with which 
I presume the Democratic Party would try to pay the soldiers' 
bonus. 

M-r. MURPHY. On what :figures docs tbe gentleman base 
his judgment? 

Mr. CHI~1DBLOM. On the actual returns for the year mp 
and on the figures as far as known for the receipt for UL3. 
The latter however, have not been tabulated as yet or pub­
lished. B~t the Treasury Department, and particularly the 
actuary, has iaken them into account in furnishing the esti­
mate, which estimate, J believe, is entirely reliable. 

Mr. MURI HY. Did the gentleman hear the statement of 
the gentleman from Illinois [Mr. IlAINEY], who brought to our 
attention two sets of figures that were furnished, of which one 
set was taken advantage of when the President Tetoed the 
soldiers' compensation bill? 

Mr. -OHINDBLOM. I know that the actuary who bas fur­
nished 1.lS with the figur.es that we ha-ve used for this bill has 
,not made any substantial error since he first began making 
estimates and studying the receipts of the Government when 
the first income tax law was adopted back in 1913. 

)Ir~ :WATKINS. :Will the gentlem~n yield for a question 7 
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l\fr. CHINDBLOM. What is the gentleman's question? 
Mr. WATKINS. As e. matter of fact, did not the actuary of 

the Treasury Department estimate on the 1921 yield that the 
Garner plan would bring in $100,000,000 more than the Mellon 
plan? 

Mr. CHINDBLOM. I did not catch the gentleman's ques­
tion. 

Mr. WATKINS. Did not the actuary of the Treasury De­
partment, Mr. l\IcCoy, estimate upon the returns of 1921-the 
latest and only full available ones-that the Garner plan would 
bring in $100,000,000 more than the l\Iellon plan? 

l\1r. CHINDilLOl\1. I do not know what estimates the gen­
tleman from Texas [Mr. GARNER] received. I am speaking 
about matters which were actually presented before the Com­
mittee on Ways and Means. 

l\1r. WATKINS. I am asking whether Mr. McCoy did not 
state that as a matter of fact? 

l\lr. OHINDBLOM. Before the committee? 
Mr. WATKINS. Did not l\lr. McCoy state that under the 

Garner plan $100,000,000 more would be received than under 
the Mellon plan? 

l\Ir. CHil\TDilLOl\I. I never heard it before the committee. 
l\1r. WATKINS. Well, anywhere? 
l\lr. CHINDBLOl\1. I do not know what l\fr. McCoy may 

have stated to the gentleman from Texas [Mr. GARNER], and I 
am not concerned with what Mr. McCoy said elsewhere than in 
the committee. 

Mr. Mc SWAIN. Will the gentleman yield? 
Mr. CHINDBLOl\1. Yes. 
Mr. McSWAIN. Would be not tell the truth anywhere? 
Mr. CHINDBLOl\f. Certainly be would; but as far as I am 

concerned, I have nothing before me, nor bas the Congress, 
except what he said in the hearings before the Committee on 
Ways and Means. [Applause.] 

The CHAIRMAN. The time of the gentleman has expired. 
Mr. CHINDBLOM. Under the leave to extend, I wish to add 

the following statement prepared by myself: 
BENEFITS TO THE PEJOPLE. 

The first and immediate benefit or relief to the people under . 
the proposed bill will be the reduction in the 19~3 taxes, pay­
able in the current year 1924. This reduction is in the 
form of an allowance by credit or refund of 25 per cent of the 
amount shorrn as the tax upon the return of the taxpayer for 
the calendar year 1923. 

The further financial benefits to the taxpayers under this 
bill include the reduction in income taxes, both normal taxes 
and surtaxes, the credit on aecount of earned income, and cer­
tain reductions in penalties and interest where deficiency in 
tax or failure to pay is not due to fraud, with intent to evade 
the tax, failure to file return without reasonable cause, or to 
willful refusal to make return or pay or collect the tax or 
furnish information, or to any other willful attempt to defeat 
or evade the tax. Under the bill the normal tax on the first 
$4,000 of net income is fixed at 3 per cent and upon the 
remainder of the net income at 6 per cent. The surtax rates 
begin at 1 per cent on net income from $10,000 to $12,000; an 
additional 1 per cent for each $2,00Q of net income up to 
$36,000; then 1 per cent additional for the next $4,000 of net 
income up to $40,000 ; and 1 per cent additional for each '6,000 
of net income up to a total of 25 per cent at $100,000 and over. 

The reductions in income taxes are estimated at about 
$220,000,000 per annum. In addition thereto there are reduc­
tions in special taxes, including taxes on admissions, and 
various excise taxes, occupational taxes, and stamp taxes, all 
aggregating $108,000,000. 

Earned income is entitled to a credit of 25 per cent of the 
amount of the tax attributable to such income up to $20,000, 
and $5,000 of every net income i.s considered ~nd treated as 
earned income and entitled to the credit of 25 per cent. 

Under the 1921 law notice of protest or objection had to be 
filed with the payment of the tax in order to preserve the 
right of future review. The result was that a ll taxpayers who 
had proper Jegal advice-and this, of course, included all Jarge 
taxpayers-paid under protest and secured the benefits of 
reconsideration and adjudication by the courts, while other 
taxpayers lost the benefit of departmental or court review. 
In the proposed bill no notice of protest or objection to the 
tax is required. 

In the matter of interest, the Lr;1terest rate has been reduced 
from 6 per cent to 5 per cent, in harmony with the improved 
money market, and the taxpayer is allowed interest from the 
Government where he has made excess payment just a· the 
Government is allowed interest where the taxpayer has made 
insufficient payment. 

While every effort has been made in the bill to prevent eva­
sion and avoidance of the tax imposed, numerous administra­
tive provisions have also been included which are designed to 
relieve the taxpayer of annoyance and undue hardship. The 
1921 law imposed double penalties of 5 per cent of the total 
amount of a deficiency, plus interest of 1 per cent per month 
from the date the tax was due, where the deficiency in the 
tax was due to mere negligence, and imposed similar double 
penalties for failure to pay the tax at the time prescribed for 
such payment. The pending bill eliminates one of these pen­
alties. In the 1921 law the mere failure to file a return and 
to pay or collect a tax or to furnish requir.ed information sub­
jected the taxpayer to a special penalty of not more than 
$10,000, but under both the 1921 law and the pending bill such 
taxpayer would have to pay interest from the date the tax was 
due. A willful refusal to make a return or to pay or collect 
a tax or to furnish information, or any other willful attempt 
to defeat or evade a tax is subject to the same specific penalty 
in the pending bill as in the 1921 law, viz, penalty of not more 
than $10,000 or imprisonment for not more than one year, or 
both. In the matter of estate taxes there are so.me changes in 
penalties, but in every such case the penalty is enlarged with 
a view to strengthening the law. 

I insert a statement showing the penalties both in the act 
of 1921 and in the pending bill as to income taxes and estate 
taxes, which was prepared at my request by the Treasury 
Department: 

PENALTIEB-IYCOME TAX TABI.m. 
AD VALOIU!lM PENALTIES. 

In case of deficiency in tax due to negligence : 
Present law: Five per cent of the total amount of the deficiency plus 

interest at the rate of 1 per cent a month from the time the tax was 
due. (Sec. 250 (b).) 

The bill: Five per cent of the total amount of the deficiency. (Sec. 
275 (a).) 

In case the deficiency or any part thereof i due to fraud with in· 
tent to evade tax : 

Present law: Fifty per cent of the total amount of the deficiency. 
(Sec. 250 (b).) 

The bill : Same as present law. (Sec. 275 (b).) 
Failure to pay tax on day or within period prescribed for the pay­

ment thereof: 
Present law: Five pel' cent of the amount unpaid plus interest at the 

rate of 1 per cent a month from the date prescribed or the expiration 
of the period prescribed for payment until such amount ls paid. (Sec. 
250 (e) .) 

The bill: Interest at the rate of 1 per-..cent-a- month on the unpaid 
amount from the date prescribed for payment or the expiration of the 
period prescrit>ed for payment until paid. (Sec. 216.) 

Failure, without reasonable cause, to file return within the time pre­
scribed for the filing thereof: 

Present law: Twenty-five per cent of the amount of the tax. (Sec. 
3176 R. S. as amended.) 

The bill: Same as present law. (Sec. 3176 R. S. as amended.) 
SPECIFIC PENALTIES. 

Failure to file return, pay or collect tax, or fm·nlsh required in· 
formation: 

Present law: Penalty of not more than $1,000. (Sec. 253.) 
The bill: No specific penalty. 
Willful refusal to make a return, pay or collect tax, or furnish in· 

formation, or willful attempt in any manner to defeat or evade tax : 
Present law: Penalty of not more than $10,000 or imprisonment for 

not more than one yeiu, or both. (Sec. 253.) 
'l'he bill: Same as present law. (Sec. 1017 (a) .) 

ESTATE TAX. 
AD V.\LOREM PENALTIES. 

Failure, without reasonable cause, to file return witb1n the time pre­
scribed for the filing thereof : 

Present law: Twenty-five per cent of the amount of the tax. (Sec. 
3176 R. S. as amended.) 

The bill: Same as present law. (Sec. 3176 R. S. as amended.) 
False or fraudulent return or list willfully made: 
Present law: Fifty per cent of the tax. (Sec. 3176 R. S. as amended.) 
The MU: Same as present law. (Sec. 3176 R. S. as amended.) 
Failure to pay tax within the period prescribed for payment: 
Present law: Six per cent per annuam from the expiration of the 

period for payment until paid. (Sec. 406.) 
The bill: One per cent a month from the expiration of the perioll 

prescribed for payment until paid. (Sec. 309.) 
Failure to pay a deficiency within the period prescribed for the pay­

ment thereof : 
Present law: Ten per cent per annum from the expiration of such. 

period until paid. (Sec. 407.) 
The bill: One per cent a month from the expiration of such pel'io<\ 

until paid. (Sec. 309 (b) .) 
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SPECIFIC Pl!lNALTililS. 

Mak1ng knowingly of false statements In any notice or return 1 

Present law : Maximum penalty of $5,000 or imprisonment not e:i::· 

ceeding one year, or both. (Sec. 410.) 
The bill: Same as present law. (Sec. 817 (a).) 
Failure to produce papers required : 
Present law: Maximum penalty of $500. (Sec. 410.) 
The bill: Same as present law. (Sec. 317 (b).) 
Willful refusal to make the required return, pay or collect tax, or 

furnish information, or willful attempt in any manner to defeat or 
evade tax: . 

Present law: No penalty other than 'that of $5,000 mentioned above 
ns appearing In section 410. 

The bill : Maximum penalty of $10,000 or imprisonment for not more 
thnn one year, or both. (Sec. 1017 (a).) 

:BOARD O'B' TAX APPEALS. 

The largest administrative benefit and relief given the tax­
payers in the pending bill is the provision for the establishment 
of a board of tax appeals in Title IX, beginning on page 205 
of the bill. In this connection, it is interesting to ob erve the 
present procedure covering appeal or review in the Treasury 
Department. There Is at present no administrative body or, in 
fact, no judjcial authority, outside of the Treasury Department 
it elf, which may review the action of that department in in­
come or estate tax matters, prior to the actual call for payment 
or, in other words, the actual maturity of the obligation to the 
United States. Under the revised statutes, as well as the 
general administrative provisions of both the 1921 law and the 
proposed bill, a taxpayer may not enjoin the collection of a tax 
as e ed against him, but must pay the tax and then sue for 
the recovery thereof and thus secure a judicial determination 
of his rights. Of comse, the right to seek relief, if payment is 
inadequate, frequently imposes great hardship. On the present 
procedure covering the taxpayer's right to appeal in the Treas­
ury Department, I have received the following statement from 
the department: 

PROCEDURE GOVERNING THE TAXPAYER'S RIGHT TO APPEAL. 

Upon the discovery by the income-tax unit of a deficiency. in the tax 
of any taxpayer, the taxpayer ls notified by registered maiL Attached 
to the letter is a statement SJ.owing the facts on which the findings 
of the unit are based. There is also attached_ a copy of Treasury 
Decision 3492, which outlines the rights of the taxpayer to an appeal 
to the commissioner from the findings of the income-tax unit within 
a period of 30 days from the date the notice of the deficiency is mailed. 
If no appeal is received within the 30-day period, the deficiency as 
oetermined by the income-tax unit is assessed. 

If the taxpayer files an appeal, the appeal is first referred to the 
income-tax unit and a date is set for a hearing if the taxpayer desires 
to appear 1n person or by attorney. If no hearing is requested, the 
unit reconsiders the case in connection with such additional informa­
tion as bas been submitted by the taxpayer. Tbe taxpayer is then 
notified of the result, and if it is unsatisfactory to him be may still 
request a bearing before the income-tax unit within 20 days after the 
mailing of the second notice. 

If a bearing is requested and the result is not satisfactory, the tax­
payer is then permitted to go before the committee on appeals and 
review. The file in the case is forwarded by the unit to the committee, 
which gives the taxpayer a further opportunity to be hen.rd. The case 
1s assigned to one member or three members of the committee, depend­
ing on the nature of and complications in the CW'-"~ Wben the findings 
of the member or members of the committee are approved by the 
chairman, the case is t'ilen forwarded to the commissioner, and upon 
being approved by him, the deficiency, if any, finally determined to be 
due is assessed. 

If at any time during this procedure the taxpayer declines to r>rose­
cute his appeal further, the deficiency fast determined to be due is 
assessed. 

It will be noted that there is now a committee on appeals and 
review, but this committee or divisions thereof merely act for 
and on behalf of the. commi ioner and report their findings to 
the com.missioner, who thereupon takes fin.al action, but of course 
in most cases his approval is a matter of form and routine. In 
fact, wbere he stops to- give any consideration, he generally refers 
the case to his solicitor, who in his turn again acts for and on be­
half of the commissioner. Through all of these proceedings the 
Treasury Department is the party in interest, the plaintiff or 
prosecutor, the court or jury, and the final beneficiary and the 
final judgment or decree creditor, and, it might be added, the 
sheriff or marshal serving execution and making collection. 
More than that, the person deciding the appeal is both advocate 
and judge, since he represents throughout the proceedings the 
department of the Government which is seeking the collection of 1 

the tax, while he also has the power to determine the rights and 
obligations of the taxpayer. In addition, under the present 
law an erroneous or prejod1cial decision in favor of the Govern­
ment still allows the taxpayer the opportunity, notwithstanding 
all those difficulties, of securing a review in the courts after 
payment of the tax, while a decision against the Government 
or in favor of the taxpayer leaves the department and the 
Government without any fUither recourse. 

The further objection has been made that under the present 
law every taxpayer seeking relief even under present conditions 
must come to the National Capital to present his case. The bill 
seeks to remedy this complaint. 

The proposed bill provides that a board of tax appeals, com­
posed of not more than 28 and not less than 7 members, 
shall be appointed by the Preffident, with authority to determine 
all appeals from the assessment of additional income, war­
profits, excess-profits, and estate taxes. . They are to re­
ceive $10,000 per year each and are to sit locally throughout the 
United States. Both the Government an<.l the taxpayer may ap­
pear before the board. The proceedings are to be more or less 
informal, but findings of fact are to be made matter of record. 
If the decision is against the taxpayer, he may still seek court 
review, but he must first pay the tax assessed. If the decision 
is against the Government, the Commi sioner of Internal Reve­
nue may also seek remedy in the court in a suit brought for 
that purpose. In all proceedings for court review the findings 
of fact, shall have the force of prima facie evidence. It is be­
lieved that this procedure will meet the objections heretofore 
made to the opportunity for review or reconffideration in the 
Treasury Department. 

The witnesses which appeared before the committe.! at the 
hearings and several large business organizations who passed 
resolutions upon the subject, as well aF various taxpayers and 
practitioners before the departmG1t, aimost universally urged 
tliat the appointment of the board should be made by the Preffi­
dent rather than by the Secretary of the Treasury, so a to 
make certain that the board would be altoo-ether independent 
of the department. The main objection to appointment by the 
President was the possibility of such appointments becoming 
more or less in the natul'e of political patronage, particularly i! 
subject to advice or consent by another authority. 

Suggestion bas been made that the board of appeals should 
be made a judicial body with full authority to dispose of its 
cases and subject only to review by appellate- tribunals. It is 
believed that this would interminably delay action by the board, 
as all the forms of jud1cial procedure,. with technical rules of 
evidence and preservation of the evidence itself, would have to 
be followed. Quick action is one of the things most greatly de­
sired in the work of the board of appeal . A delay of ju tice 
is often a denial of justice, particularly in disputes involving 
large sums of money. 

Mr. TAYLOR of Wesf Virg::.Uia. Mr. Chairman and gentle­
men of the House, two things are said to be absolutely certain­
death and taxes. As man tries to evade the first alternative, so 
will be endeavor to shift the latter, and it is because of this 
outcropping of human weakness that this House has been en· 
gaged in a four-day forenffic struggle, and the end is not yet. 

I am committed to the principle of tax reduction. The coun­
try is groaning under the burdens of taxation, piled on by munic­
ipalities, districts, counties, States, and finally by the Federal 
Government. We are perhaps hit the harder by Federal taxes, 
because of the fact that the average man, from the time he 
rises in tl1e morning until he winds bis luxury-taxed alarm clock 
at night, is called upon in some form or other to pay tribute. 
Ver often. since the E'ordney-McCumber tariff tax has per­
mitted the trusts a.nd gigantic corporations to exact tribute from 
him, he pays tax unknowingly but just as sur ly, and often 
feels oppressed without being able to point to a specific thing 
that oppre~ es ll.yn. He only knows that something is wrong in 
our economic scheme and that he does not prosper in accordance 
with his effort. 

In order to have tax reduction we must also have a reduction 
of expenditures. This is not an argument against the soldier 
bonus. The bonus should be treated as war cos~ which it un­
doubtedly is. and paid by an issue of 50-year bonds. In this 
way we could do justice to those who served us loyally in time 
of need and at the same time have a substantial reduction in 
taxes; but, as I stated, we can not have reduction of taxes with­
out reduction of expenditures. We can not hope to eat our 
cake and have it, too, and with this knowledge we on the Demo­
cratic side have consistently sought to lop off from the appro­
priation bills heretofore presented all those items not specifi­
cally sanctioned by law, and have only voted for a few increases 
where it has been conclusively shown that great public good 
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would result. We can have Federal tax reduction this year 
because there is estimated to be a surplus in the Treasury of 
over $300,000,000. But how much of a reduction shall yre 
have and where shall it start? These are questions on which 
we differ. 

We are all more or less creaitures of our environment. Our 
thoughts and our actions are largely born of our material asso­
ciation in life, and try as we may, it is difficult to rise above or 
entirely disassociate our minds from our surroundings. l\1r. 
Mellon Secretary of the Treasury, is a very ri.ch man. Some 
one st~ted here on the floor that be was the second richest man 
in the United States. Mr. Mellon wants tax reduction. In the 
formulation of his tax scheme it is only fair to assume that, 
unconsciously perhaps, he is motivated by his surroundings, 
his training his condition in life. As a member of the Presi­
dent's Cabi~et l\ir. Mellon comes in constant contact with men 
of large affairs. He bas entree into the exclusive clubs where, 
if " shop talk " is not taboo, millions are disc~ssed as cal~ly 
and as coolly as I would speak of hundreds. Prior to a~UIDlilg 
his Cabinet position he sat about a director's table and directed 
the affairs of gigantic corporations, whose assets run into many 
millions. I say these things in no disrespect. I do not charge 
that l\Ir. Mellon seeks to do injustice· to the less fortunate 
people of this country, but I do charge that Mr. Mellon, unac­
quainted with poverty, is minus the common touch and that 
he seeks tax reduction from the viewpojnt of the man of wealth, 
who knows nothing of the "short and simple annals of the 
poor " or of their struggle for existence. 

A.nd what I say concerning the attitude of mind of Mr. 
Mellon, due to his environment, can also be said of those of 
us in the humbler walks of life. We, too, are motivated to a 
large extent by previous training, experience, observation, and 
contact with life. Many of us have known the pinch of pov­
erty over a period of years, the discomforts of being poor, 
the doleful resonancy of an empty flour bin, the feel of thread­
bare clothing the dread of winter, the speeter of want. Are 
we, then, wh~ have the common touch, who Rre ~tbsemane pil­
grims through this vale of tears, less patriotic than Mr. Mellon 
if, believing firmly in a reduction of taxes, we are pron~ to 
suggest that reduction must begin at the other end of the line? 
Yet I have heard the question of patriotism raised against those 
who do not think as Jli,lr. Mellon does. 

The preamble of our Constitution enumerates the things for 
which that great document of freedom and liberty was written. 
Among these we find that to " promote the general welfare " 
came after the establishment of justice, the insurance of domes­
tic tranquillity, and· provifilon for the common defense-. In what 
better way, let me ask, could we at this time promote the gen­
eral weliare than by a schBme of tax reduction calculated to 
give the greirtest reduction to the greatest number? I know of 
no better way, and for this reason I shall vote for the Garner 
plan of tax reduction, because it seeks to bring the greatest 
good to the greatest number. This is true democracy. 

Aside from the argument of motive anu ennronment I would 
look with distrust upon the Mellon tax plan because of the 
great scheme of propaganda carried on for weeks in its de­
fense. If the Mellon plan is as good as the gentlemen on the 
floor of this House have stated, then it did not need the sup­
port of all the special interests of the country that tried to put 
it over. During the past few weeks I have received hundreds. 
of letters from my State arging me to vote for the Mellon plan. 
Letters came from Wheeling, Clarksburg, Parkersbnrg, Hunt­
ington, Elkins, Bluefield, and other cities not in my district. 
In every instance the letters were addressed to "Alfred .T. 
Taylor." Inasmuch as the "J" in my name comes first, it is 
not reasonable to. conclude that each of the writers had made 
the same common error, but it is reasonable to conclude that 
ea.ch letter was part of a . well-defined scheme of propaganda 
to force Ill€ into voting for Mr. Mellon's hill. This is what I 
call " obeying instructions· to the letter." 

To one of the persons who urged me to support the Mellon 
bill I sent a copy of the Garner plan. Immediately I received 
a reply, "I think the Garne:r plan is best. Vote for it." An­
other man writes that. he knows nothing about either the 
Mellon or the Garner plan, but that he did sign a typed letter 
asking my support ef the Mellon plan, because his- boss had 
asked him to and b.ad furnished him with an addressed, s.tamped 
envelope. · 

The labor~r. the small merchant, the teacher, the preacher, 
tl1e clerk, the miner, the railroad wage earner, the farmer, the 
small coal operator-, the h1mbering maB, and others of like 
interest make up the bulk of our population. I am for tax 
reduction which will relieve the tax burdens, and in being for 
these people I am not necessarily against the men of wealth. 
I am only seeking to give to the common people some of the 

benefits that have been denied them whenever government has 
gravitated to the hands of special interests. Abraham Lincoln, 
whose memory was so generously and deservingly lauded here 
the other day, once remarked that "God must have loved the 
poor people because he made so many of them." So long as 
the poor are in the majority Government should never be 
used against them and Congressmen should not be afraid to 
plead their ca use. 

For many years the question has been asked : " Which existed 
first, the hen or the egg?" I have heard excellent arguments 
on both sides. I have also listened to great discussions about 
capital and labor; yet there is no contention as to which ex­
isted first. Capital ls a creation of labor. Each has its place 
each is useful, each is dependent to some extent upon th~ 
other ; yet the fact remains that men of wealth are looked up 
to. are given preference, are fawned upon, and toadied to, 
and the result has been in the past that much legislation has 
been enacted in their behalf. I contend that this is wrong and 
that the greatest gnod of the greatest number should be upper­
most in the minds of all legislators, both State and national 
Wealth will take care of itself, as it has always done. 

The trend of the times caused me, some time ago, to write 
and publish a uttle prose poem which expresses my feelings 
in the matter. I give it: 

WHY SHOULD IT Bl'l SO? 

A fifty-dollar dinner for a party of two, 
Twenty-five cents for a cheap beef stew; 
One hundred' thousand for jewels to cnoose, 
Less than three dollars to buy childrrm shoes; 
A mansion of marble, with servants a score, 
A cot of three rooms, with a bare, cold floor; 
One thousand acres to make a golf course ; 
Corn on a hillside, an old bony horse ; 
A yacht on blue water, a raft on a pond; 
A debit on one side, on the other a bond ; 
Good food and warm cle>thing and nurses to please ; 
Ragged and threadbare, a cough and a sneeze; 
Palm Beach and sunshine., snowdrifts and cold ; 
Smiling and happy, despondent, and old-
Tbe contI·ast lengt'bens and fills us with woes; 
With plenty for all, why should it be so? 

l\fr. Chairman and gentlemen, there are, of course, many 
economic inequalities which can never be cured by legislation 
and only the foolish would try, but when we address ourselves 
to tbe task of legislating for men instead of money, when we 
really and truly seek to promote the general welfare by our 
acts here, then many of the contrasts of life will disappear and 
a greater era of prosperity and good feeling will be ushered in. 
My earnest and honest conviction is that this can best be 
hastened at this time by the enactment of the ·Garner tax-re­
duction plan and it will have my full support. [Applause.] 

Mr. COLLIER. Mr. Chairman, I yield to the gentleman 
from Oregon [l\Ir. WATKINS] such time as he may desire. 

Mr. WATKINS. Mr. Chairman, tax reduction L'3 an economic 
questfon and should be so treated. Politics should not enter 
into it, .and the sooner this House quits playing partisan politics 
on vital questions affecting the welfare of the American people 
the sooner will this House merit the full respect and complete 
confidence of the people of this Nation. On the other hand, 
favoritism must cease; every taxpayer must be treated the 
same, every business dealt with on the same basis. 

The object of a. revenue bill is to produce moMy enough to 
operate the G<>ve:mment ; the underlying basis of sueh a meas­
ure should be equity. The vice of the :Mellon plan, as I dis­
sect it, is that it is not equitably apportioned, for as I pointed 
out a few days ago, as disclosed by the latest a-vailable fig­
ures in the State of Oregon, two men with an income of from 
$1.000,000 to $1,500,000 each by the Mellon plan get a reduc­
ti011 of $251,800 each, making a total of $503,600, whereas in 
the same Stnte there are H,524 persons rep(}rting and paying 
on incomes from $3,000 to $15,000, inclusive, who receive re­
ductions ranging born $5 to $310, totaling for the entire 14,624 
persons a total reduction of $480,095. In other words the 
two millionaires were reduced $23,.505" more than the 14,524 
persons who e incomes were $15,000 and under, and most of 
them were under $4,000. In fact, it would take 20,942 persons 
in Oregon with an income of $5,000 each to save a sum equal 
to that saved by the two Oregon millionaires if the Mellon 
plan is approved. 

As long as evli!:ry State is here trying to grab everything m 
sight-wh€ther it is e.~emptions on yachts, motor boats, and 
chewing gum, or appropriations for veterans' hospitals or 
reclamation- and irrigatio:n funds,--I propose to battle for 
Oregon and tbe taxpayers of that much-abused and long-
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neglected Commonwealth, and to that end I shall oppose by I The following table shows the unfairness of this measure 
voice and vote the Mellon plan. in so far as Oregon is concerned : 

Tabu sh-Owing h-Ow .Mellon and Garner plans ajftct tllt tarpayer11 of Oregon who pay on incomes from l .'J,000 to 115,000, inclusive, as compared to the persons in Oregon wh-0 pay on 
incomafrom 1100,000to11,500,000. 

Income class. 
Number of 
returns in 
Oregon. 

Total saving 
Saving per of all persons Percentage 
person~ Mel- in Oregon reduction, 

Ion p1an. under Mellon Mellon plan. 
plan. 

Saving per 
person, Gar­

ner plan. 

Total saving 
Percentage of all persons 
re:Iuction, in Oregon 

Garner p lan. under Garner 
plan. 

~3,000................................................................ 5,145 $5.00 $25,725 25.00 $20.00 100.00 1102,900 
i4,000.................... . ........................................... 4, 148 15. 00 62, 220 25. 00 40. 00 66. 67 IM, 320 
~5,000.. .. .. .. . . .. .. . . . . . . . . . . . . . . . . .. .. . .. . . . . . .. .. . . .. . . . • . .. . . .. .. . 2, 126 25. 00 53, 150 25. 00 60. 00 60. 00 127, 560 
$6,000. ............................................................... 1,630005 40.00 40,000 25.00 80.0J 50.00 80,000 
H,000................................................................ 70.00 «,520 28.00 130.00 52.00 82,680 
$8,000 ....................................................... ,........ 413 100.00 il,300 29.41 180.00 52.94 74,340 

~~b~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~ ~~g:gg ~~;~ ~:?: ~:88 M:~ ~:~~ 
$11 ,000............................................................... 146 190.00 27,740 30.64 320.00 51.61 46,720 
$12,000 ............................................................... 137 220. 00 30, 140 30. 55 360. 00 50. 00 49. 320 
$13 ,000............................................................... 96 250. 00 24, 000 30. 12 400. 00 48 19 38, 400 

$15,000............................................................... 81 310. 00 25, 110 29. 2-1 480. 00 45. 28 38, 830 
$14,000............................................................... 78 280.00 21,840 1 29.78 440.00 1 46°81 34,320 

Tota.I........................................................... 14,524 .............. 480,095 f ...................................... : ... [ 1,062,250 

SI00,000.............................................................. 2 10,300.00 I 20,6001· 34.171 3 670.00 I 12 18 1 7,340 
$1,000,000............................................................. 2 251, 800. 00 503, 600 45. 72 74: 170. CY.) 13. 47 148, 34J 

Total. ........................................................ · , _____ 4 ....... · ...... · 524, 200 ............................ 1 .......... ~ ... 1 155, 680 

Grand total........................ ............................ 14,528 .............. / l,004,2951····· ......... l··-.......... + .. ······· .. ·· l--1-,2-I7-,-93-') 

A casual glance at the l\fellon plan discloses rank favoritism 
. to the man who earns upward of $85,000 and downright injus­

tice to the wage earner and small business man with incomes 
from $2,000 to $5,000. In the case of the man with an income 
of $85,000, the l\lellon plan reduces his tax 30.92 per cent, the 
man with an income of $90,000 gets a reduction of 32.04 per 
cent, the man with $95,000 gets a reduction of 33.14 per cent, 
and the man with $100,000 gets a reduction of 34.17 per cent, 
but the fellows with the small incomes of $3,000, $4,000, and 
$5,000 get only a 25 per cent reduction in their tax. 

Now, the Garner plan works to the advantage of the small 
man, as the following data will disclose: 

The tax on an income of $8,000 is reduced 100 per cent. 
The tax on an income of $4,000 is reduced 66.67 per cent. 
The tax on an income of $5,000 is reduced 60 per cent. 
The tax on an income of $6,000 is reduced 50 per cent. 
The tax on an income of $85,000 is reduced 14. 7 per cent. 
'£be tax on an income of $90,000 is reduced 13.65 per cent. 
The tax on an income of $05,000 is reduced 12.76 per cent. 
The tax on an income of $100,000 is reduced 12.31 per cent. 

Furthermore, 200 per ons with a combined income of $1,000,000 
save under the :Mellon plan a total of $5,000, whereas the 
one man with an income of $1,000,000 saves the huge sum of 
$251,800. This situation I · charge is an indictment of the 
Mellon plan of rank inequality, pandering, as it were, to the 
rich and exacting its pound of flesh as well as its drop of blood 
from the man with a small income. 

In this country 6,650,G95 persons make income-tax returns; 
of this number 62,804 dwell within the State of Oregon. If 
the Mellon plan is adopted, 28 taxpayers in Oregon . will be 
benefited more than if the Garner plan is translated into law, 
whereas, if the Garner measure is adopted 62,776 Oregon tax­
payers will be benefited more than if the Mellon plan were 
approved ; therefore, the utilitarian theory of the greatest 
good to the greatest number is a splendid rule for us in this 
legislation, especially in view of the fact and statements by 
nearly e'erybody that any of the plans presented will afford 
enough revenue for the Government. It simply resolves itself 
into the proposition of whom we shall make pay, the fellow 
who is able or the many who are actually living from hand to 
mouth. 

With reference to the amount of revenue to be derived from 
the proposed plans, the only statement anywhere submitted 
is that of the actuary of the Treasury Department, Mr. McCoy, 
who stated that, using 1921 as the guide, the Garner plan 
would yield $100,000,000 more than the Mellon plan. If any­
body is able to prognosticate what the future will develop, I 
as ert that McCoy i that man in so far as future revenue is 
involved. This premise being true, every Member favoring 
adjusted compensation should vote for the Garner plan, for 
thereby we have $100,000,000 more than under the Mellon plan. 

If the Mellon plan will yield sufficient revenue and the 
Garner plan will yield $100,000,000 more, then we can well 

afford to repeal the excise taxes on jewelry, automobiles, tires, 
parts, tubes. and accessories. This I shall move to do when 
we reach those schedules, if some one else does not so act. 
I say this to you, not in the form of a threat, but simply as 
a warning as to my present intentions. 

The following table will be of immense value, not only to 
Oregon taxpayers but taxpayers everywhere: 
Comparative tabu showing the .~auing of t1upayers of Ore9on under the Mellon and 

Garner proposals and the present law. 

INCOME TAX UPON SPECIFIED INCOMES OF HARRIED PERSONS WlTH TWO DEPENDENTS, 
UNDER THE PRESENT LAW AND CERTAIN PROPOSED REVISIONS. 

Net income. Present 
law. 

Mellon ~~tl~ 
proposal. proposal. ___________________ , ____ --------

INCOME TAX UPON SPECITIED INCOMES OF MARRIBD PERSONS WITHOUT DEPENDENTS 
UNDER THE PRESENT LAW AND CERTAIN PROPOSED REVlSIONS. 
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Comparative tab'te showing the saving of taa: payers of Oregon 11nder tbo 

Jfellon and Garner proposals and the present Za1D-Continued. 

INOOME TAX Ul'ON SPECIFIED JNCOMES OF "SINGLE PERSONS UNDER THE PRESENT LAW 
4ND CERTA.IN PROPOSED REVlSIONS. 

Net Income. 

lZ,000. ' "' .............. -·· ••..•••..••••••••••••• -· •.. 
$3 ,0Nl .••..•..•••...•••••.••••••••••••••••••••••••••• 
$4,000 .••••••.•••••••••••• ••••••• •• ········-·· ••••••• 
$5,NJO ••••••• -· •••••••••••••••••••••••••••••• ·-·· •••• 
$6 ,000 .•••...•••• -·-- ••••••••••••••.••••••••• ··-·· ••• 
$7,000 .•.•.•••..•••••. ; •••..•••••••.• ••••••• ••••••••• 
.. ,000 •• •··•••••·••••••••••••••••·•••••••••••·••••••• 
rio~::::::::: :: : : : :: : : : ::: :: : : : : :·:::: ::: ::: ::: : : : : 
$15,000 .• ••••••· ·••••••••••••••••·•••••·••••••••••••• 
W',lXXl. ••••••••••••••••••••••••••••••••••••••••••••. 
~'i,(lOO ••••••• ••••••••••••••••••••••••••••••••••••••• 
1.30,000 ........................................ - •••• 
840,000. ·•···••··•••··•··•·••·•••·•·•••••·•••••·•·••• 
$50/lOO ••••••••••••••••• •••••••••••••••••••••••• ••••. 
f]0,000 .•••.•...••.••.••.•• -·· ••.•.•..•.••••••••••... 
$-90.000 •• •••••·••••••·•••••••••••••••••••••••••••·••· 
$100,000 •• •·•·•·•••••••••••••••••••••••••••••••••••·• 
i l5Q,OOO •• •••••••••••••••••••••••••••••••••••••••••• 
S2(l(\ 000 •••.•••.....•••••.•••• - •.••••••••••••••••••••. 
$500.000 .•••.•.. •••••••••••••••· ••••••••••••••••••··• 
$1,000 ,000 •••••••••••••••••••.••••••••••••••.••.••••. 

Present l\1ellon ~a~i~ 
law. proposal. proposal. 

MO 
80 

120 
160 
240 
330 
420 
510 
600 

1,140 
1,800 
2,640 
3,600 
5,920 
8, 720 

15, 20 
24,920 
30,220 
58,220 
86, 720 

260, 7-20 
550, 120 

$30 
60 
00 

120 
180 
240 
300 
360 
400 
810 

J,820 
1,960 
2, 120 
4,600 
6, 740 

11,500 
16,940 
1"9,900 
35,400 
50,000 

143, 900 
~8,900 

• •••••. $20 
4() 
00 
so 

100 
140 
180 
220 
52J 
gso 

1,570 
2,280 
4,080 
'6,iIBO 

12,690 
21, 300 
26,370 
51,'370 
76,370 

226, 370 
476,370 

The ex:~ise-tax sections pres.ent to us a puzzling conundrum. 
With mixed feelings of curiosity and concern I await the 
ren~rberations of the American people on this most peculiar 
and, to me, un ound and unjust form of taxatwn. What insidi­
ouR and invi ible influence dictates a policy which removes the 
tax on patent medicines, hair dyes. perfumes, toilet soap, 
canoes, chewing gum, yachts, motor boats, and the like, while 
retaining it on watches, clocks, marine ,glasses, field glasses, 
other jewelry, and automobile trucks, automobile wagons, 
tire:, tubes, parts, and acces ·ories? Is it the baneful influence 
of men like William 'Vrigley, the chewing-gum czar, or is it a 
de!'ire on the part of this oily administration to sycophantize 
to luxury, to wealth, and to idleness at the expense of legiti­
mate business? 

Every railroad man has got to own a watch; every house­
hold has got to have a clock; every person of any pride, every 

dge man throughout this wide land, as an article of necessity 
demands jewelry in its every form and under every name. 

Every farmer must of necessity have an auto truck or auto­
mobile of some kind; every merchant throughout this Nation 
as a matter of necessity must own and operate automobiles. 

These things are no longer articles of luxury ; they are items 
of necessity. These things are no longer owned by the rich; 
everybody, in fact, must buy, use, and I>Ossess them. 

The same can not be said of yachts, chewing gum, hair dye, 
and patent medicines. Again I ask why this favoritism to 
wealth and luxury at the expense of legitimate enterprise? I 
pau e for an explanation. 

The ,jewelry tax has been reduced from approximately 
$20,000,000 to $13,000,000. How can -the tax of $13,000,0<lO be 
ju tified on an industry more necessary than hundreds of 
others when the tax has been entirely eliminated on chattels 
wholly nonnecessaries? Why exempt sporting goods, articles 
of fur, bowie knives, chewing gum, daggers, yachts, and motor 
boats, carpets and rugs, and circuses? Certainly a more equi­
table plan would be to prorate the deductions instead of play­
ing favorites. 

The following items will disclose the rank and outrageous 
'discrimination with which this Mellon plan is saturated. 

The following products were completely or totally ralieved 
from war-time excise taxes by the act of 1921: 

rertumes, toilet waters, hair dyes, patent m~icin~s. toilet soai)s and 
powders, cereal beve"rages, mineral water.s, musical instrnments, sporting 
goods, chewing gum, candy, thermos bottles, articles ot tur, carp.eta "an.d 
rugs, picture tr.a.mes, trunks, v11.lises, purses, umbrellas, fans, men'iS 
wear, women's wear, soft drinkB, ice cream, licensing of motion-picture 
films, yachtf3, motor boats, and canoes. 

The following articles will be completely or totally relieved 
from warrtime excise taxes under the Mellon plan : 

Cereal beverages, fruit juices, still .drinks, mineral watei:s, tr.unks, 
valises, pui:ses, pocketbooks, etc., telegr,aph .and telephone messages, 
leased wires, fountain sir1m.s, hunting and bowie kntv~. ca-rbonic acid 
ga ·, admissions under 50 cents, can.dy, ·dirks, knive1;1, dagger{'!, etc., 
liverie , and livery boots and hats, hunting and shooting garlillents, 
yachts and motor boats, carpets and i·ugs, bowling and billiar.ds, p.or.table 
light fixtures, fani:;, jewelfy, theater sea ting tax, circuses, public exbi· 
bltions and entertainments, and stamp tax on produce sales. 

The following Items are .subject to no relief whatever from 
special war-time excess t;axes : 

'.Motor vehicles, motor vehicle parts, tires an.d accessories, cameras, 
licenses -for cameras, films and plates, automatic vending machines, 
automatic weigbing machines, sculpture, paintings and bronzes, and 
cigars and cigarettes" and accessories. 

The only excuse thus "tar offered for exempting some and not 
others is that you ean not collect those taxes repealed. In 
other words, a premium 1s plaeed on evasion, crookedness, and 
fraud. The crook is let off because he will not pay, and the 
honest, legitimate business man is doubly soaked because this 
Government is unable to force the slackers to toe the mark. 
For one I will not subscribe to such a dectrine. It is a sur­
render to the criminal ; a :wroog to the honorable. This policy 
is an advertisement to the business world that all the taxpayer 
need to do is to evade his responsibility or make the Govei:u­
ment's burden arduous, whereupon his taxes will be repealed. 
This, l\lr. Chairman, is indeed a sad, yet true, commentary. 
on -the framers of this l\fellon revenue bUl. 

.I have mentioned briefly just a few of the many reasons 
why l can not SuPport the Mellon plan, but please understand 
me, I do not hold .a brief for the jewelers and automobile 
owners to the extent that I want a repeal of all taxes ; I do 
want them treated fairly, they should have an equal propor­
tion of any rate reduction granted any other industry-and as 
between them and those classes exempt, already mentioned 
by me, I would prefer to reverse the schedule and favor the 
automobile owner and the jewelers at the expense of those 
articles of luxury and some, to my mind, of detriment to the 
human race. 

You can not hope to have the confidenee of the people until 
you treat everyone and every business on the same basis­
eq uity for all; favoritism to none. And now, Mr. Ohairman, 
at this point I want to insert an editorial on this subject 
printed in .the Christian Science Monitor, January 22, 1924, 
which states the situation most aptly, with which I dose 
and which editorial is as follows: 

THE FEDERAL TA'X ON MOTOR VEHICLES. 

While the Congress of the United States ls considering plans for· tax 
reduetion, including the recommendation by Secretary Mellon .for repeal 
of ome of the "nuisance " or " luxury" taxes, such as that on tlleatri­
cal admissions, it would appear that the abolishment or s.ubstantial 
reduction of the special tax on motor vehicles might well be provided 
for. This tax, which adds directly to the cost of motor cars, tr.u.ck_s, 
tires, and repair parts, was imposed as a war-revenue measure, .and 
now that American Budget conditions permit of lowered taxes in the 
interest of the consumers, there would seem to be no good reason why 
it should be Tetained." A1>out one-third of all the motor cars in the 
United States a~ owned by 'farmers, to whom the added costs of the 
tax on the car and on tires and repair parts is a very considerable 
burden. The millions of farmers to whom the III'Otor vehicle is ,a. 
necessity, not a luxury, -would welcome lower prices and cheaper repair 
parts. Nothing in the proposal.a fo.r tax reduction so far submitted to 
the Congress would so d1rectly result 1n immediate savings to many mil­
lions of persons of average means. 

"Special taxes en motor trucks are nothing less than a tax on the dis­
tribu tion of goods, both of tarm products to markets and manufacturer-a 
to the farms. With "the constant extension of im;proved roads, the 
service rendered by motor transport .is steadily increasing, a.nd has be­
come an important factor in handling an enormous volume of all kinds 
of loeal and suburban freight. A tax that increases the cost of means 
of transportation is, of course, passed on to the shipper or consumer 
and adds just so much to the price ot articles transported. While the 
saving through the repeal of these transportation taxes might in the 
individual case be 'Small, in the aggregate it would amount to many 
millions of dollars and would be a contribution to that much-desired 
r-eduction in the cost <1f living for which everyone is looking. 

Motor vehicles aTe now in many States subject to triple .taxation. 
First, the Federal tax; then the State license tax, and in many com­
munities they are assessed as "personal property," on which the pre· 
vailing local ta!X: r,ate 113 imposed. A proposition to put a specie.I tax 
on locomotives, passenger or freight cars, and to require railway com­
panies to pay another -tax as a ll~ense for their operation would be 
fiout~d by legislative bodies. "There would seem to be no good reason 
t<rr maintaining a special Fed~ral tax on transportation of freight or 
passengers by small units, and if ·the plea of motor-vehicle users are 
pxoperly present~d to the ~ongress, it should be 1lOSSible to secure the 
repeal .of this discriminatory tax. 

l\Ir. COLLINK .Mr. Chairimm, for tbe past .;four or five JT.ears, 
in fact ev-er .since the termination of .the ·late war, there has 
been an insistent, increasingly loud demand :fiom uJ.l £eetions 
of this country for a substantial !l'ednetion in all tnKes. .iBnsi­
ness men, professional men, la.borers, farmers, men of medium 
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salaries have joined their voices in asking various legislative 
bodies to take some action to lighten their tax burdens. During 
the progress of the war the Congress and the State legisla­
tures formed the habit of more o.r less recklessly spending the 
people's money in ways heretofore unheard of. The war left a 
debt on the National Government of more than $24,000,000,000 
and an increase, entirely too heavy, of all tax burdens. Cor­
porations were paying not only a flat rllte on capital stock but 
an additional tax on excess profits. Individuals were paying 
normal taxes on their incomes and, in addition, surtaxes which 
were graduated until the largest incomes were bearing a 65 per 
cent tax on a part of the amount taxed. There were also 
numerous nuisance taxes, such as those on railroad transporta­
tion, and taxes on nearly all articles purchased by the people. 

Substantial reductions were made in 1921 by Congress to 
the richer individuals and to the fattest corporations, when 
the revenue law of that year was passed by an overwhelmingly 
Republican Congress. The excess-profits taxes were repealed 
over the protest of the most progressive thinking representatives 
of the people; and this repeal meant a yearly loss to the Fed­
eral Treasury of $450,000,000. This means that the big cor­
porations were given a bonus twice as large in amount as 
would be necessary to pay a soldiers' bonus. This action by 
Congress made beneficiaries of those same corporations that 
made more than $20,000,000,000 during the war and because 
of the war. The same reactionary Senators and Representa­
tives who did this reduced, likewise, the taxes of the very rich 
individuals of the country by lowering the surtax on the 
Yery large individual incomes from 65 per cent to 50 per cent. 
And all this while but meager relief was given by the bill 
to those of moderate means. 

During the month of November, before even this Congress con­
vened, the Secretary of the Treasury, l\Ir. Mellon, and one of 
the Nation's richest men, announced to the country at large 
that further tax reductions could be made, and that a bill 
had been prepared under his supervision which would fully 
provide these sought-for reductions. This was the bill which 
he later presented to the Ways and Means Committee of the 
House for their consideration, and which he expected the 
House to pass just as it Jeft the Treasury Department. Work­
ing almost in unison with the Secretary of the Treasury were 
all the trusts of va1ious kinds and their chief subsidiaries and 
beneficiaries. From somewhere was let loose a never-ending 
stream of propaganda. It flowed over the desks of national 
lawmakers and seeped through the big trust-owned news­
papers of the country as praise of the " Mellon plan." The 
moving-picture trust saw to it that there were statements 
flashed nightly on the thousands of screens throughout the 
land, to the effect that this great tax plan of the great Mr. 
Mellon was in the interest of all taxpayers. These pictured 
talks urged all persons to write to their respective Senators 
and Representatives in Congress to vote in favor of this bill. 
Such organized propaganda surpassed even that used in war 
time. In other words, a " drive " was on. 

Fortunately sensible and right-thinking Congressmen were 
not swept off their feet. The Ways and Means Committee seri­
ously considered the bill framed for them and found it so 
obnoxious to the best interests of the general mass of the peo­
ple that they were forced to change and alter it so that all tax­
payers might share the advantages of some sort of tax reduc­
tion. And by the time this House has finished with its con­
sideration more changes will be made, all tending to improve 
it and make it more in the interest of our collective citizenry. 

The Constitution provides in Article I, section 7, that all 
bills for raising revenue shall originate in the House of Repre­
sentatives. And this l\fellon bill did not originate in the House. 
It was gotten up in the Treasury Department, where it had no 
authority to be drawn, or was born in New York City. No 
one knows definitely just where or by whom the bill was really 
prepared, nor is it known who suggested the 50 per cent re­
duction in the higher surtaxes which was inserted into the bill. 
There was not one witness among the hundred odd that testi­
fied before the committee during the hearings who declared 
in favor of such a 50 per cent reduction in the taxes paid by 
our few richest people. Most of the testimony of these wit­
nesses dealt with the abolition of the so-called nuisance taxes 
and other modifications or changes in the bill. Mr. Mellon him­
self could have testified on the origin of the bilJ, but he did 
not do so. He could enlighten this House even now as to why 
he thought it safer for the bill to "originate" somewhere else, 
in other hands, than in those of the House of Representatives. 

The surest way to reduce the taxes of this country, or at 
least one sure way would be to lessen the bonded indebtedness 
of the country which is now about $22,000,000,000, so as to 

gradually decrease the excessive interest rates which the 
Treasury is now paying each year on account of this huge 
debt. The prudent business man, in the handling of his own 
affairs, would reduce his indebtedness to a safe load in order 
to rid himself of the drain of too heavy interest. This same 
rule might be followed somewhat, as nearly as is practicable, in 
the affairs of the Federal Government. 

I favor tax reduction, and I intend to vote for a tax reduc­
tion bill, but I can not support a section of the measure that 
would operate to reduce the taxes of the very rich 50 per cent 
and would reduce the taxes of the ordinary man but 25 per 
cent, as this bill aims to do. I IJ.ID not one of those persons 
who has been taken in by the specious argument that the man 
of the street will be helped if the personal income taxes of 
John D. Rockefeller are reduced. I believe Congress can best 
help the average man by directly making some reduction in 
his taxes, and I believe that thexe are ways to accomplish this. 

There are now 21 taxpayers in the United States the sum 
of whose taxes yearly amount to $19,000,000. The Mellon. bill 
proposals would reduce the amount paid by these 21 persons 
by $11,000,000. And the proponents of the bill argue to us 
that this out-of-all-reason reduction will be of benefit to the 
rest of us. If this is true, then it would be still better for. all 
of us if all of their taxes were remitted, and the entire burden 
of taxes shifted to the backs of the poor. Of course, this is 
nonsense of the simplest type. All of us know that the income 
taxes paid by individuals can not be readily shifted to the rest 
of the people and that such taxes are borne by the individuals 
paying them and not by other persons. If this were not the 
case, there would not now be all this hue and cry in favor of 
shifting them to some one else. 

The committee report shows that there are 6,650,695 income­
tax payers to the Federal Government. All of these taxpayers 
should receive the benefits of a tax reduction bill, and under the 
Democratic plan, known as the Garner plan, this would happen. 
Not as proposed by Mr. Mellon-small tax benefits to the small 
taxpayer and large tax benefits to the large taxJ;>ayer-but 
equal tax benefits to all, and taking into consideration that the 
large taxpayer has already received benefits from the Govern­
ment and the small ta:xpayer practically no benefits-this is the 
spirit of the Garner plan. Under the Mellon plan there are 
9,433 taxpayers who will be benefited more by that plan tlw n 
by the Democratic plan. On the other hand, there are 6,641,26 
persons who will be benefited more by the Democratic pla 
than by the Mellon plan. In Mississippi, there are 9 persons 
who will be benefited more by the Mellon plan than by the 
other plan; but there are 25,605 persons who will be bene­
fited more by the Democratic plan than by the Mellon plan. 
Those persons who are favoring the Mellon pJan state, however, 
that we should not vote for the benefit of the 6,641,262 tax­
payers, for the reason that any bill benefiting this number is 
unscientific, while a bill of benefit to the 9,433 is a scientific 
one. 

This is a new kind of argument, and one which I have not 
fully digested. In fact it is totally indigestible. I do not blame 
these very rich men for wanting their own taxes reduced, be­
cause it means a saving to them. As I have often before 
stated I believe the best and most sound theory of taxation 
is that the taxes of a country should be paid by those best able 
to bear them. Accordingly, I think this House would be very 
remiss in its duty if it undertook to favor these men at the ex­
pense of the rest of the people. 

All taxation is a burden and all taxes bear heavy on those 
having them to pay. We would all be gratified if they could 
be entirely wiped out. But revenue ls required if the Govern­
ment is to function. And we are here for the purpose of the 
best at>portionment of this burden on all citizens and that ap­
portionment is the most economic and equitable which makes 
the burden fall heaviest on those best able to pay, and rest 
lightest on those least able to pay. Big business should not be 
penalized ana I do not stand for such action. I want big 
business merely to manfully pay its just share of taxes, for I 
think it is unsportsmanlike for our richest men to rid them­
selves of their Joad by placing it upon the backs of those so 
much less able to carry it, and at the same time pretend that 
the shifting is of benefit to the other fellows. In this connec­
tion, let us take the Treasury report for 1921, this being the 
last report of that department that is available. The report 
shows that the total gross income of all citizens of this country 
is $23,328,781,932. Of this amount, $21,611,964,043 was earned 
by persons who made $40,000 per annum and less, while 
$1,716,807,889 was the gross income of those individuals whose 
income exceeded $40,000 annually. These figures demou.­
strate to all sensible persons that the business of this coun-
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try, or at least by far the large share of it, is done by that this plan or that plan which f~ls to meet· the _approval 
persons of average means, that the wealth of this Nation is of the Secretary of the Treasury will be ".etoed by the Presi-· 
produced by the man of average means, that tho~e persons with dent. Such may be so but that i~ no particular concern of 
swollen fortunes are not the guardians of· all the people whose mine. The Constitution provides that the House of Repre­
interests sh•mld be watched and protected while others are sentatives shall originate all revenue legislation, and you and 
neglected or left unconsidered. We are, therefore, face to face I are component parts of that body and as such equally 
with the propo ition that has been thrown at those of us who re:;;ponsible to the people for any plan which is adopted. It 
have been aflvocating the Democratic plan, that if we want is om duty to initiate, according to our best judgment, re­
to help the man who pays no income tax we must reduce the gardless of any threatened or implied threats of a veto. If 
tax of those possessing fabulous incomes. In reply to this, I we are honest and square in our purposes, we need have no 
say to :mu, if your argument is sound and the tax is passed on fear as to final results, but if we deal only in partisan terms 
to the consumer, as you say it is, but which I deny is true, the and seek only to make political capital then our plan should 
way to reduce this tax to the consumer is to reduce the taxes be vetoed, and I for one would vote to sustain a veto based 
of those persons who make $21,611,964,043 of a total gross in- upon such principles. 
come of $23,328 781,932. Although I lay no claim to being a tax expert and frankly 

Summing up, it will be seen that those who are sponsoring admit my inability to qualify as a financial wizard, I think I 
the 1\lelJon plan and who had to do with the framing of that know a little of the difference between a plan that has been 
bill had a personal and a pecuniary interest in its provisions prepared by and for the vet·y rich and one that has sought 
and that nearly all those to be benefited waxed fat on profits to give to every taxpayer his just due. For that reason, I have 
during the war, and that these profiteers are in favor of the cast aside as unworthy of my support the so-called and much 
repeal of the in<;ome tax law and the substitution for it of a advertised Mellon plan, regardless of the tremendous pro­
tax: on the purchase ancl sale· of every article of daily use or paganda campaign wllich has for several months past been 
consumption, and that they are likewise opposed to any adjusted con<lucted in its favor. Our forefathers decreed, and Abraham 
compensation measure for our ex-service men. Lincoln emphasized, that ours was to be a Government of 

The bill before us repeals certain excise or "nui~ance taxes," the people, by the people, and for the people, and I would 
and most of us are heartily in favor of these repeals. There be ashamed of myself were I to contribute, ·by my voice or 
\vill be further amendments offered from the floor which will vote, to any scheme which no doubt has as its ultimate end 
reveal other objectionable taxes, such as the one imposed now the makin·g of this a Government of propaganda, by propa­
on autotrucks and parts. Most of these amendments I shall ganda, for the propagandists, whether they be tile mouthpieces 
favor. of \Vall Street or any other group of self-seekincr individuals. 

There can be no genuine tax reduction, either State or Na- We are told by the advocates of the Mellon plan that their 
tional, unless the National Government and the various State scheme will release great amounts of money to industry and 
governments begin to substantially reduce their expenditures. thus bring prosperity, through these agencies, to those who are 
Until recently there has been a reckless waste of the people's compelled to earn their bread by the sweat of their brow. 
money in every branch of the Government from the municipal This may eventually be true, but we have no guaranty that 
on up. The Federal Government has corrected many of these money thus released will go elsewhere than in the purchase 
abuses, but there remain many more to be eliminated. It is of tax-exempt bonds as has been the case for years past and 
sincerely to be hoped that State legislatures and other taxing in this manner continue, as in the past, to evade its just 
powers will likewise do away with extravagances. share of the expenses of honest Government. On the other 

The public is beginning to have a stronger realization than hand, if we honestly intend to reliern the public of a part of 
e\er before in the hi tory of this country that public office is the great tax burden now laid upon it, why is it necessary 
really a public trust and is demanding a stricter accountability to delegate to the so-called captains of industry the authN·ity 
from their public servants than they have ever heretofore ex- and privilege of becoming the distributers of that relief? 
pected. This sign is the most hopeful one and foretells clearly Why can not we, the creators of tax relief, deliver such 
the day when Representatives will fulfill that desire of the relief forthwith directly to those whom we desire most to aid? 
people who elect them that tbey act rightly and be truly repre- Gentlemen, without giving tbe least thought to the fact that 
sentative of the whole mass of the people and not merely busy a Democrat initiated the Garner plan, I honestly believe that 
themselves in the interest of the prominent few. its provisions come the nearest to -fairly meeting the demands 

l\Ir. COLLIER. l\1r. Chairman, I yield to the gentleman of the hour than any other scheme before us, and I propose 
from New York [l\Ir. STENGLEl such time as he may desire. to support it with all the energy that I possess, and, regardless 

l\Ir. STENGLE. l\Ir. Chairman and colleagues, we have for of political consequences, for, after all, what is a seat in this 
almost four days been discussing pro and con three different House worth if it must be pmchased by the sacrifice of con­
propositions, and that man who would be able, in the short science to political expediency? I came to this great legis­
time allotted, to make an intelligent discussion of either of lative body free and untrammeled, and I propose to retire from 
these plans would be more than a prodigy. I have decided this scene of great responsibilities with just as much self­
views on this subject; I have decided convictions as to what respect as I brought with me when I arrived. I came not as 
I should do when the hour ~rrives to vote. a political slave, and I shall not return to my constituents as 

l\Ir. Chairman, President Coolidge, in his address before a mere manikin to be dangled before the approving eyes of 
Congress on December 6 last, declared that tax reduction political bossism. I first beheld the lignt of day in a home 
was the paramount issue of this session and I fully agree that recognized righteous and honest living and approved of 
witll him. the Golden Rule. I may not always have reflected the highest 

'l'be cry for relief from the tremendous burdens under which credit upon my birthright, but I have yet to sell my self-respect 
tbe taA.-payers of this country are laboring comes from all and the honor of my parentage for a mess of pottage, even 
sections and from all classes of our citizens and we would, though such a potion be wrapped and labeled as political pre­
indeed, be recreant to our trust and duty if we did not heed ferment. I would rather be an honest sweeper of the streets 
that cry an·a grant tbe greatest relief which sound business in the great city which. I have the h-0nor to here represent than 
principles will permit. to rise to the highest pinnacle of political fame if such fame 

This is not and should not be permitted to be in any sense must be bought by the stultification of conscience or the sur­
a political or pn.rtisan question, and he who gives considera- render of sincere conviction. If you consider this demagoguery 
tion to this important matter in terms of political expediency on my part, make the most of it. 
only is, in my humble opinion, doomed to deserved defeat at It has been clearly shown that the Garner plan will provide 
the hands of the electorate wheu next he comes before them tax relief for 6,641,262 persons, while the Mellon plan proposes 
seeking their suffrage. The people of America are getting to reduce the taxes of only 9,433, or, to be perfectly honest 
very tired of their representatives, either in this House or about it, the greatest amount of relief will come in this pro­
elsewhere, playing politics with the public business and wel- portion. This being true, why should we hesitate and wonder 
fare. What they desire and, in my judgment, have a perfect where our duty lies? Why devote days upon days in the dis­
right to expect is fair and square dealing regardless of parti- cu sion of the relative merits of the two measures when the 
san effect, especially when we are preparing the tax levy difference reveals such a wide disparity and duty is so clearly 
which they, regardless of their political affiliations, must meet defined? 
an<l pay. I for one have cast behind me every thought of l\fr. Speaker, without any mental reservations whatever, I 
the advantage which my party might gain by the adoption am whole-heartedly in favor of the Garner plan and shall so 
of either of· the plans before us and have fully made up my vote when my name is called. So that none of my constituents 
mind to vote only for that tax measure which will give the may be misled into believing that I have unfairly represented 
greatest good to the greatest number. Some have predicted them in this matter, I herewith place in the RECORD as a part 

LXV--170 
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of my· remarks the following tabulations, which have been 
before us for weeks past and the accuracy of which has not 
been questioned by anyone: 

Inconie-ta;z: returns by Bates. 

Total num- re:fi~~ 
ber making more by 
income-tax Mellon State. 

returns. plan. 

Alabama....................................... ~: m 
~~~:s~~::::: :: : : ::: ::::::::: :::::::::::::::: 33,830 
California .. ···························-······· 386,082 
Colorado ................................ - . . . . . ~: ~~g 

f;'efa1:i::~~~:: : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : 15, 839 
District of Columbia ....••..••• ·--............ 89, 966 
Florida. . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . 42, 249 
Georgia....................................... 67, 710 

fil~iiS:: : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : 6if; fil 
Indiana ..••.•..•....•........• _............... lfil;~ 

~a.-~;::::::::::::::::::::::::::::::::::::::: 88, 7 
Kentucky.................................... ~~;~~ 
Louisiana..................................... 

4413
9

7 Maine......................................... 112,963 

~~~~tiii::::::::::::::::: :: :: : : : : : : : : : : : 388,442 

=~~:::::::::::::::::· ::::::::::::::::::: ~~;MI 
lf:~~1:.i:::::::::::::::: ~:::::: ::: : : : : : : : :: : 1~:~1~ 
Montana...................................... 36,907 
Nebraska..................................... 71, S.53 
Nenda ............... -.. · · · · ·· ·· · · · · · · · · ·· ·· · 3~,' ~~g 
New Hampshire ............................. . 
New Jersey . . . . . . . . . . . . . . . . . . . . . . . • . • . . . . . . • . . 269, 096 
New Mexico.................................. 11, 780 
NewYork.................................... 1,066,637 
North Carolina-................................ 44, 161 
North Dakota.. . . • • . . . . . . . . . . . . . . • • . . . . . . . • . . 18, 440 
Ohio.......................................... 3~:~~ 
Oklahoma.................................... 

62
,
804 

~~Jti~f ~::::::::::::::::::::::::::::::: 5!~; ti<J~ 
South Carolina................................ 25,160 
South Dakota .•....•••.....•..•••. -·......... 21, 681 
Tennessee .••......•.••••• - • • • • • • • • • . • • . . • • • • • . 60, 949 
Texas......................................... 200, 1 
Utah......................................... 26, 128 

i~~+rn+~~+~~rn~~~~rn :~m 

35 
1 

10 
435 
40 

173 
17 

102 
28 
48 
3 

857 
86 
42 
16 
45 
50 
42 

176 
749 
264 
131 

9 
169 

5 
22 
3 

24 
40<! 

3 
3,031 

52 
2 

539 
32 
28 

1,218 
138 
11 
1 

31 
104 

4 
14 
32 
30 
63 

108 

Number 
benefited 
more by 

Democratic 
(Garner) 

plan. 

42,974 
18,476 
33,8W 

385,6!7 
69,636 

123,096 
15, 872 
89,864 
42,221 
OT,671 
22,973 

610, 701 
150,214 
111, 441 
88, 769 
69,4.51 
67, 910 
44,355 

112, 7'01 
387,693 
249,883 
124,370 
25,605 

172,350 
36,902 
71, 831 
9, 716 

32,386 
268,692 
u,1n 

1,003,606 
44,100 
18,438 

366, 557 
69,34.9 
62, 776 
619,~ 
47,919 
25, 149 
21,680 
60,918 

200,084 
26, 124 
17, 732 
76,225 

115,658 
75,214 

148,349 
/Vyoming •.•...•..••.•••.•.•••••••••••••••••• ·1 __ 22_,_«_3_1-----+----6 22,407 

9,433 l Total. . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . 6, 650, 695 6,641,262 

i Includes Alaska. 
NOTE.-lt is est.imated that either plan will raise an adequate amount of revenue 

for the Government. 

l\lr. BOYCE. 1\lr. Chairman, I shall not discuss the details 
of any of the proposals for the reduction of the rates on normal 
or surtaxes but confine myself to a few general remarks. 

It is gen~rillly conceded that political parties are essential 
in a democracy but it is my belief that it has come to pass 
in the United States that too great emphasis is laid upon the 
necessity of party government and party resp?Df'ibility _for th_e 
initiation of legislation and governmental pollcies. This pos1-
tiou particularly prevents that cooperation between the mem­
bers of the different parties in Congress which should prevail 

There exist and have existed a few underlying principles be· 
tween the two major parties, by whatever name, from time 
to time, they have been known. It is not necessary now to 
dwell upon the c11aracteristics of these differences. They ex­
isted at the very beginning of our Government and still exist. 

In the consideration of the great mass of proposed legisla­
tion the on1y question involved for the most part is the ques­
tion of its ,...-isdom, and l\.'.Iembers of Congress approve or dis­
approve propo ed legislation not because of party differences 
but from consi<leration of the wisdom or necessity for the par­
ticular legislation, affected only at times by local considerations. 

Upon the question of taxation, now before the House, there 
is uo occa ion for partisan political con. ideration, and it ought 
to be possible to enact a more satisfactory revenue bill than 
the present statute without so much partisan feeling. 

It is true that a presidential campaign is approaching, but 
this fact should not ue controlling in the enactment of legisla­
tion for the benefit of the country. Partisans, party adhereuts, 
and the people generally will naturally from now on to the 
election in No\ember be interested in the succession to the 

Presidency; but all, I take it, are decidedly much more inter­
ested in the general welfare and prosperity of the whole people 
of the country. 

It may be assumed that the l\lembers of Congress, for the 
most part, desire a reduction in the expenses of the Govern~ 
ment consistent with its proper administration, and likewise 
desire a reduction in taxation of all sorts consistent with the 
reasonable needs of the Government. I am sure that most, if 
not all, of the Members hope to enact a revenue bill such as 
will very materially reduce the rates of taxation on incomes. 
Members on this side of the House have favored such legisla­
tion since the close of the great World War. Pre ident Wilson 
while in France suggested to Congress the desirability of a 
rec;luction in Federal income taxes. He was followed in the 
suggestion approvingly by two Secretaries of the Treasury un­
der his administration. President Ha.riling and the present 
Secretary of the Treasury shortly after entering upon the 
duties of their respective offices favored a reduction in Federal 
income taxes along the lines then proposed by Secretary l\.Iel­
lon. A. bill providing for a restricted reduction in such taxes 
was passed by Congress in 1921. 1\Ir. Mellon has again pro­
posed a further reduction in such taxes along the hard-and-fast 
line set forth in the bill now before Congress known as the 
l\lellon bill, which bill has been indorsed by President Coolidge. 

Few Members of l\Ir. Mellon's party and no l\.Iembers of the 
party on this side of the House, so far as I have been in­
formed, were consulted in the preparation of the bill. The 
Ways and l\leans Committee of the House bad the bill under 
consideration, in executive session, soon after the pre ent Con­
gress had conTened. Members of the House, without regard 
to party affiliations, knew nothing of the distinctive features of 
the bill or the Mellon plan, as it is called, until after Deceml>er 
28, 1923, except as to the proposed changes in the rates of 
normal and surtaxes and a subsequent communication from 
the Secretary of the Treasury to Afr. GREEN, chairman of the 
Ways and l\Ieans Committee, given to the press. Notwithstand­
ing this situation and lack of information on the part of 1\lem­
bers of the House, they were, very soon after the convening of 
Congress, flooded with letters and circulars urging them to 
give unqualified support to the l\Iellon plan. Without intend­
ing any criticism of the course pursued, it would have been 
much better had the plan been laid before the Committee 
on Ways and Means with full information in respect to the 
plan for the consideration of the whole committee without 
regard to party affiliations to work out the best possible 
revenue bill, carrying with it the lowest possible graduated 
reduction in the rates for all classes of income-tax payers. Had 
this been done, a satisfactory revenue l~ill might have been 
worked out by the committee, resulting most satisfactory to 
the people generally, without so many charges of pru·tisanship. 
It soon became known, after the Mellon tax plan had been 
submitted to the Committee on Ways and l\Ieans, that members 
of the committee representing the other side of the Hou e were 
not in accord and that the proposed bill could not be pa ed 
by the majority Members of the House. 

In this situ!1tion vai-ious members of the committee, accing 
more or le s lildependently, set about to work out a plan of 
rates that was thought would operate most satisfactorily to 
all, or at least to a very great number of income-tax payers, 
and which would best subserve the public interests. 

It is understood and not denied that both the majority leader 
and the chairman of the Ways and l\lean Committee are op­
posed to a cut in the upper surtaxes to 25 per cent but favor 
a cut to 35 per cent. It is the further underi:;tanding that 
there are quite a number of the Members on the majority side 
of the House who are in favor of fixing the upper surtaxes 
anywhere from 35 per cent to 40 per cent, and it is saiu that 
some Members on the majority side of the House are in favor 
·of retaining the upper surtaxes at the pre ent rate of 50 per 
cent. A. very great majority of the Members of the House 
appear to be in favor of cutting all normal' taxes to half of the 
present rate. So it is well understood that the Mellon plan, 
excepting most of its administrative features, can not be pa._·sed 
by the House. 

I believe in a progressive income tax. It is an equitable tax 
and is perhaps the only rational way to tax intangible property, 
and certain it is that no one possessed of such property should 
either seek or desire to escape the payment of reasonable equi­
table taxation on such property for the maintenance of the 
Government, which throws its protecting arm around such 
property, the same as any other species of property. All taxa­
tion should be reasonable and just and limited to the reasonable 
needs of the Go>ernment. Confiscation of property, through 
unjust and · inequitable taxation, should never be resorted t", 
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but certain it is that wealth of any sort should never seek to It is a matter of common knowledge that a poll of the Re­
avoid or evade taxation. publican Members only· mustered 108 out of 225 Republicans 

Speaking directly to the question now before the House, I in the House who were willing to stand for the 1\fellon rates. 
desire to see a revenue bill passed which will bring relief to all With one or two possible exceptions the Democrats in the House 
l!"'ederal income-tax payers, based upon the principle of equality stand in f'olid phalanx against the l\Iellon rates. It is refresh­
and justice, according to the protection afforded to the tax- ing that such a large number of l\lembers have refused to be 
payer. stampeded or intimidated by the stupendous propaganda con-

! shall vote for the only plan, which so far as I am presently spiracy and the administration demands. 
adYi ed, can be passed by the House. It is my duty to assist, I am for the Garner substitute plan because it is mo1:e nearly 
as far as I can, in relieving Federal income-tax payers from the in accord with my conception of the true function of Govern­
burden of the existing revenue statute, and the Garner plan ment, and that is that legislation should be in the interest of 
brings relief to all income-tax payers and a far greater relief all the people; because it recognizes the sound and just Demo­
than does the lellon plan, except to those whose income exceeds cratic doctrine that taxes should be imposed most heavily upon 
$92,000 annually, and it is generally known th.at I am not those best able to pay and lightest upon those least able to pay. 
opposed to lessening the rate on such incomes if an opportunity I am for the Garner plan because while it effects a substantial 
is afforded me to do so in a bill which can be passed by the reduction in the taxes of everybody yet it affords greater relief 
House. than does the Mellon plan to all citizens receiving net incomes 

Congress will fail in its duty if it does not pass a revenue under $54,000 per annum ; because the Garner plan will give 
bill affording all possible relief to Federal income-tax payers. greater relief to 6.650,695 taxpayers throughout the couutry 

Mr. COLLIER. Mr. Chairman, I yield 10 minutes to the than does the l\lellon plan, whereas the l\1ellon plan grants 
gentleman from Tennessee [l\lr. DAVIS]. [Applause.] greater relief than does the Garner plan to only 9,433 tax-

'l'he CHAIRMAN. Tl1e gentleman from Tennessee is recog- payers; because the Garner plan grants a greater reduction to 
uized for 10 minutes. 60,949 taxpayers in my State, whereas the Mellon plan grants 

nfr. DA VIS of Tennes~ee. Mr. Chairman and gentlemen, greater relief to only 31 taxpayers, and this is typical of the 
during the Sixty-sixth Congress President Wilson in different situation in every State. 
messages to Congress urged a reduction and readjustment of I am also for the Garner plan because it incre~u;es the ex­
taxes, but such recommendations were wholly ignored by that emptions from the payment of income tax. In my opinion, if 
Republican Congress, just as they ignored all of President Wil- incomes of heads of families up to $5,000 were exempted from 
son's reconstruction pro(l'ram, the adoption of which would have the Federal income tax, those affected would still pay their 
resulted in an easy, uniform transition from disturbed war just share of taxation, because local taxes, excise taxes, and 
conditions to peace conditions. Chairman Fordney, of the Ways high-protective tariff duties impose proportionately heavier 
and l\feans Committee. went so far as to declare in effect that burdens upon them than upon the rich. Few men of small in­
he was opposed to tax reduction at that time, as he wanted tile comes are able to lay up any of their earnings; it takes all of 
people to be still haras. ed with war-time taxes so as to hold the their income for the purpose of supporting themselves anu 
Democratic Party responsible therefor during the ensuing cam- families, so that whatever taxes are exacted from them im­
paign. On the eve of another election, when the Republican pose a hardship. The taxes paid by a man with a small income 
Party is in power, we Democrats are not pursuing such a take just that much from the mouths, backs, education, and 
partisan, unpatriotic course. We are unequivocally for equi- medical care of himself and those dependent upon him, but this 
table reduction of the taxes of all the people, and for that very is not true in the case of a man with a larger income than is 
reason are opposed to features of the Mellon bill. required to meet the living expenses of himself and family. 

During the last (Sixty-seventh) Congress the Republican The gentleman who preceded me indulged in a discussion of 
Party, in overwhelming control of both branches of Congress, wages and exemptions. The wage and salary earners are pay­
pas ed a re,enue bill which relieved the large profiteers of ing more than their share of taxes. According to information 

150,000,000 per annum by the repeal of the excess-profits tax furnished by the Secretary of the Treasury for the year 1921-
and relieved the multimillionaires of $60,000,000 annually in the last year for which complete returns have been tabulated­
addition by a 23 per cent reduction of surtaxes on net individual of the $23,000,000,000 income reported, nearly $14,000,000,000 
incomes in excess of $200,000 annually. This same revenue bill were from wages and salaries. This shows the importance of 
carried an insignificant reduction of the taxes of the remainder legislation along the line of tbe Democratic plan in order to 
of the people other than large profiteers and multimillionaires. relieve the masses of the people as distinguished from those 
Democrats in both the House and Senate made repeated efforts who, by the favoritism of this Government and otherwise, are 
to amend the Republican revenue bill so as to grant some relief making tremendous incomes. 
to the masses of the people, but these amendments were in- Eighty per cent of the American people would not benefit 
variably defeated by strict party vote. to the extent of a penny from Mr. Mellon's proposal, for the 

Having thus relieved the very wealthy classes in the last reason that neither they nor those upon whom they are de­
Congress, there was presented for adoption by the present Con- pendent pay an income tax under the present law. Howe\er, 
gress the l\fellon bill, with the indorsement of Secretary l\1ellon they do pay heavy tribute by reason of the Fordney-McCumber 
and President Coolidge and backed by the most tremendous, Tariff Act, which constitutes the heaviest tax burden ever im­
mo t insidious, and most deceptive propaganda ever dissemi- posed in this or any other country. This tariff act wrings 
nated in this country. Although the Constitution of the United from the people in the form of indirect taxation at lea t four 
States expressly provides that "all bills for raising revenue times as much as the sum total of all the income taxes, profits 
shah originate in the House of Representatives," yet the Mellon taxes, and surtaxes. The income and profits taxes and surtaxes 
bill was secretly prepared, even before Congress convened, under average $13 per capita. The tariff -costs every man, woman, 
the direction of Secretary Mellon, the second wealthiest man in and child of the 110,000,000 inhabitants of the United Statei:i 
the world, and, so far as it has developed, without even con- at least $60 each per annum. And yet Secretary Mellon and 
sulting with any Member of Congress except the gentleman from President eoolidge do not propose to reduce the tariff, which 
New York, l\1r. OGDEN L. MILLs, who is perhaps the wealthiest is maintained for the benefit of a few thousand citizens, and 
man in Congress and most closely identified with Wall Street which constitutes the most prolific source of contributions to 
interests. Republican campaign funds. 

In addition to the 23 per cent reduction in the surtaxes on I am for the Garner plan because it recognizes farmers per-
1arge incomes effected during the last Congress, without any sonally operating their farms and merchants and tradesmen 
corresponding reductjon on smaller incomes, the Mellon bill who combine a small amount of capital and their personal 
provides for an additional reduction of 50 per cent in the sur- service for the purpose of earning income as being entitled to 
taxes on large incomes and a 25 per cent reduction on incomes the credit granted on earned incomes. Recent surveys show 
under $60,000. It is estimated that about two-thirds of the that the farmers of the country pay larger taxes-National, 
aggregate reduction carried in the Mellon plan would go to a State, and local-in proportion to their incomes than any other 
very small number of very large taxpayers, and that the other class of citizens. 
one-third would go to the remainder of the taxpayers. I have the most profound respect for property rights, but I 

In order to avoid such glaring inequalities and to effect a also respect human rights. The surest way to protect prop­
geueral and equitable reduction of taxes the Democrats in the erty rights is for the capitalistic classes to recognize the fact 
House have proposed through Mr. GARNER of Texas, the r ank- that they should pay their just share of taxation. The theory 
ing Democrat on the Ways and Means Committee, certain of taxation is that the Government is entitled to collect taxes 
amendments popularly known as the Garner or Democratic I from its citizens in return for the protection afforded the C'iti­
plan. I am heartily in favor of amending the pending bill by zen and his property. The citizen should pay in proportion 
the adoption of the Garner plan. We all recognize the fact to tbe protection received. In times of national peril a large 
that the Mellon rates have not the slightest chance of adoption. percentage of our citizens must b~ar arms in defense of tl-;,eir 
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country, but property and money do not bear arms. During 
the recent war, while 4,500,000 of our· men left their avoca­
tions and _took up arms in the national defense, and a large 
percentage of the remainder of the citizens were toiling and 
sacrificing, capital was multiplying fabulously under the pro­
tection afforded by this Government and our young manhood 
who were ri. king their all We still have upon us most of the 
indebtedness incurred in the successful prosecution of that 
war. The 23,000 men who are said to have become millionaires 
during that war and the thousands of others who multiplied 
their millions should be required to bear their just burdens of 
taxation in tead of same being shifted to the already over­
burdened and toiling mas es. 

In behalf of the 25 per cent maximum surtax proposed in 
the 1\Iellon bill one argument advanced is that it will produce 
more revenue, for the reason that the large surtax payers are 
unwilling to pay a large surtax and that they will make false 
returns and evade the payment of a htrge surtax, wherea they 
will pay a smaller tax. In other words, the champions of those 
large surtax payers, and those who are so as iduously endeavor­
ing to relieve them of their taxes, would have us believe that 
their friend are only tolerably honest ; they are not halfway 
honest; they are not even 44 per cent honest, but they would 
have us believe that they will oo 25 per cent honest. In the 
same connection they tel l us that these high surtaxes are 
pas ed on to the consumers. Well, if you accept the argument 
in t oto, it means that they are proposing to impose heavier 
burdens upon the consumers than are now impo ed by the pres­
ent law, because if a reduction in surta~es will bring in larger 
revenue, and that revenue will be imposed upon the con.sumer , 
of course, they are proposing to increase the burdens of the 
consumers--in other words, the masses of the people. But I am 
not willing to risk the surtax payers who you say are too dis­
honest to pay their taxes and who make perjured returns; I 
am not willing to trust them to pass any reductions in their 
surtaxes on to the consumers. I am afraid tbe consumer' 
would not get the benefit, but we know they will receive the 
benefit if we give the reductions direct to the masses of the 
people, as we Democrats propose to do. 

Now, what else? They say that some of the men of large 
wealth are sufficiently honest that they will not make perjured 
tax returns, but that they invest in tax-exempt securities. They 
have not all gone into tax-exempt securities and they can not 
all do it, because less than 10 per cent of the outstanding se­
curities are tax exempt. They say we lose re·rnnue by having 
them go into tax-exempt securities. Let us analyze that for a 
moment. There are about $1'2,000,000,000 of tax-exempt se­
curitie , and it is generally estimated that at least 50 per cent 
of t he e are held by banking institutions and other corporations 
and by very small-tax payers who pay no surtax:. That leaves 
$6,000,000,000 of tax-exempt securitie·, and we will assume, 
for the sake of argument, that they earn an average of 5 per 
cent interest, which they do not; but that would be $300,000,000 
int ere t per year upon these tax-exempt securities other than 
those which are not impressed with a surtax. And we will sup­
pose, for the sake of argument, that all of this $6,000,000,000 is 
held by men receiving over $500,000 net incomes per annum, so 
that under the present law they would be impressed with a 50 
per cent surtax. That would amount to a total revenue of 
$150,000,000 a year out of a total budget of $4,500,000,000 a 
:rear. 

But we know, as a matt~ of fact, that we would not receive 
that much, because only a small per cent of them are held by 
the maximum surtax payers, and, furthermore, by no means all 
of such securities would be reported for taxation even if they 
were taxable. The difficulty is not tax-exempt securities but the 
failure of these large-tax payers to make honest returns. Their 
principal champion on this floor has repeatedly insisted that 
thev are deliberately evading their taxes and urged that as a 
reason why their taxes should be radically reduced. I say, 
instead of yielding to a plea of dishonesty, instead of pandering 
to and rewarding dishonesty, let us make the tax returns public 
and employ such other methods as are neces ary to insure 
honest returns and the collection of the truces justly due the 
GoYernment. 

Oh, they say that high surtaxes drive money out of industry. 
Of course that is n"Ot true. Th~ records show that there is, and 
far the past year has been, more idle money in this country 
than ever before in history. Hundreds of millions and billions 
of dollars are to-day lying idle, drawing no interest and not 
even invested. There i ample money not only for all legitimate 
industries in the United States but even for foreign loans and 
foreign bond. . Ae you know, within the past few days the 
$150,000,000 Japanese loan was far oversubscribed in New York 
City alone. There is plenty of money available for legitimate 

industry, and there ought not to be any for "wildcat" schemes. 
[Applause.] 

The CHAIRMAN. The time of the gentleman from Tennessee 
has expired. 

Mr. HAWLEY. Mr. Chairman, I yield to the gentleman 
from Massachusetts [l\fr. LucE] 15 minutes. 

Mr. LUCE. Chiefly in the hope that I may contribute 
something, however little, to the material on which will be 
based the public discussion of this question in the next few 
months, I have sought to find some fresh point of Yiew. 
Perhaps I have found it in a simple ·way of stating the chief 
problem before us. To that end I would ask you to forget 
for a moment percentages and statistics, resorting instead 
to fractions. 

In the war period we tried to get from the very wealthy 
three-fourths of their incomes. When the opportunity came 
to reduce taxes the House proposed that instead of three­
fourths we should try to get two-fifths. (I am, of cour e, 
adding on the normal tax to the superta.x.) The Senate, 
which had the whip hand of us in that juncture, made the 
fraction nearly three-fifths. We had to consent, so that the 
reduction from the war-period rate was from three-fourths 
to three-fifths. 

Now, when another opportunity comes to reduce taxes, the 
majority of the Ways and Means Committee proposes that 
we cut this to a little under one-third. The Democratic 
ranking member of the committee urges, instead, that we make 
it one-half, and the gentleman from Wisconsin urges, instead, 
that we make it four-sevenths. The mere recital of these 
fraction~ ought, in my judgment, to show that there is here 
no question of principle involved but only a question of degree. 

Wl1atever shadow of principle ·could have been invoked 
was entirely rejected by the plan for which tbe Democrats 
agreed to vote when they committed themselves o a pro­
posal that one-seventh be taken off the pre ent surtaxes. 
l\Iark you, their own proposition involved cutting the present 
surtaxes by one-seventh. Had there been any question of 
principle, they would have yielded to no reduction, and had 
they been perfectly logical, they would have carried their 
action to a recommendation that we take 100 per cent of all 
of the excessive incomes beyond a reasonable figure. In this 
there might have been approval by not a few Members of 
the House and by no small part of the public at large. A 
common purpose in this matter is to-day evident. In this 
purpose there is no distinction whatever between Democrats and 
Republicans in or out of the House. If we could here come to 
vote on a resolution expressing our belief that the swollen, the 
elephantine incomes in this country are a social evil far off­
setting any economic advantages, I should predict that tbe 
House would almost unanimously support that resolution. 
If any Member had doubts of it before the calamitous period 
through which we are passing, could to-day any man fail to 
recognize the shame and disgrace that have been brought u 
leading men in both parties, the inestimable injury that has 
been done to the public life of the country, the shaking of 
confidence in our political institutions, through the use of money 
to debauch our public affairs? Who cac. to-day control himself 
so far as to refrain from the wi h that the houses of the 
Sinclairs and the Dohenys might be utterly destroyed, and that 
we might escape the pernicious influence of enormous aggre­
gations of wealth in individual hands? 

It might, then, well be asked, Why do we not attempt to con­
fiscate the grossly excessive incomes? The answer is palpable. 
Because the attempt would be futile. To understand the 
reason you have but to examine the condition of affairs io 
Germany. There, at this moment, two Americans are un­
officially helping toward a solution of the direful problems of 
continental Europe. One of their chief tasks is to discover, 
if po sible, where, in foreign lands, now repose the ill-gotten 
gains of Stinnes and his associates . The attempt to confiscat~ 
great incomes here would result in sending those incomes into 
foreign banks beyond our reach. 

If, then, we are agreed we can not get for public use the whole 
of an exce s::ive income, let us go down the scale and see if 
we can find. out at what point we can get the largest part of 
it, the maximum amount. 

Our Democratic friends seem to think we can get the maxi­
mum amount by coming down to a demand for one-half the 
income. But it has been shown by the figures of the actuary 
that if they prevail with this proposal they will, as :tar as 
experts can fore ee, get into the Treasury in the econd full 
year $74,050,000 less from incomes over 100,000 than if th ·~ 
lower figure of the l\Iellon plan is adopted. The surtax payers 
w0uld escape the payment of nearly $75,000,000 if the Demo­
cratic p1·oposa l should prevail. 
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When this matter was under consideration two or three years 

ago, at one sta.ge of the proceedings I voted for a higher rate 
than my Republican colleagues had thought desirable. I wa~ 
the only eastern Republican to take that position, and I did 
it in the belief that a higher rate than my Republican friends 
then proposed might be practicable. I was wrong. The re­
sults show they were right. The experience of the last two 
years should have convinced any man free from prejudice, ap­
proaching this problem as a man of affairs, that you must go 
still further down the scale to find the point at which you can 
get the maximum return. 

About 30 years ago a fellow citizen of the gentleman from 
Tenne~see, who has just addressed you, summed up this whole 
thing in a pithy sentence that I commend to your attention. 
He said, "You can not tax anything that can run away." 
That maxim reaches the heart of the agitation now going on for 
50 year in this country over the question of reaching the 
greater part of the wealth of the very rich man. In my own 
State we have at least made progres.s. All told, there are 10 
States that have accepted the facts of the case by coming to an 
income tax, and there are about a dozen that classify property 
for purposes of taxation. So in about two-fifths of the Stat~ 
we have recognized the practical way of getting at this thing 
with legislation likely to produce the maximum of results. 

l\1r. LITTLE. Will the gentleman yield? 
Mr. LUCE. Yes. 
1\Ir. LITTLE. If you put a man in jail he can not run away. 
Mr. LUCE. The argument implied in that statement was 

fir t thrown at me 30 years ago. It has been reiterated in every 
discus ion on the subject. In the speech you have just heard it 
wa brought forward again. It is the argument that if you 
only give the a se sors power enough they can find intangible 
'ealth. Experience has shown that the argument is unsound; 

the thing can not be done. So in every State willing to recog­
nize the inevitable, willing to look the situation squarely in the 
face, there has been a decision to abandon the attempt and 
try to accompli h the desired result in some other way. Gen­
tlemen who argue for persistence in the attempt remind me 
of a species of cruh tbat you may see in Jamaica, the land crab. 
Every year it comes down from the mountain to lay its eggs 
in the pools on the coast. 'Vhenever it comes to an obstacle 
it tries to go through that obstacle. If there be a door, it goes 
through the door into the house and piles up in the passage­
way. If the obstacle be something without any aperture, the 
crab tries to go ffrer, and, failing in that, piles up against 
the wall or whater-er the obstacle may be, becau e it has not 
sense enough to go around. In the same way the advocates 
of direct and extreme methods of taxing intan.,.ible property, 
coming up against tbe insw·mountable obstacle, per ist in their 
vain attempts. 

Or they might be compared to an army of old trying to take 
a fortress by frontal atta<'k. The soldier come up against the 
wall, find it can not be penetrated or climbed, yet with relay 
after relay perish in the struggle, when bad they gone around 
the corner they would bave found au open gate. 

1'.lr. LITTLE. Will the gentleman yield? 
Mr. LUCE. Yes. 
l\lr. LITTLE. I wondered if the animal the gentleman al­

ludes to is found only in New England-people who have not 
sense enough to go around the house. 

Mr. LUCE. I thought I made it clear that it was an animal 
inhabiting the island of Jamaica. [Laughter.] 

Tlle CHAIRMAN. The time of the gentleman from Massa­
cllusett has ex-pired. 

~Ir. HAWLEY. Mr. Chairman, I yield 15 minutes to the gen­
tleman from Indiana fl\:Ir. SANDERS]. 

Mr. SANDERS of Indiana. Mr. Chairman and gentlemen of 
the House, after a revenue measure ha.s been debated in gen­
eral debate for a number of day it is difficult to say any­
thing new on the subject. After all. it seems to me that the 
proposition between the Democrats on the one hand and the 
Uepublicans on the other with reference to the policy of taxa­
tion is rather simple. The Republicans belong to the party 
which is in power and has the legislative and executive branches 
of the Government. 

The Republican Party is the party that has at the present 
time the responsibility of government; therefore, feeling the 
responsibility, the Members of the Republican side deal with 
the que tion of raising billions of dollar · of taxation and of 
obtaining revenue to run the Government with the best economic 
results. Tbe Democrats, on the other side, having no respon­
sibility, are free to use aoy means at their command to attack 
the plan of the Republican administration and make such sug­
gestions as will be helpful to them in a political way. I do 
not mean to say that they always do that, but that temptation 

is open to them, and when I look over the debate that has oc­
curred, particularly the remarks of the gentleman fror. Texas 
[Mr. GARNER], the able ranking member of the Committee on 
Ways and Means on the Democratic side of the House, I some­
times think that he has yielded slightly to that temptation. 
For instance, to hear Mr. GARNER talk at the present time, 
when we have a Republican administration and a Republican 
Secretary of the Treasury, you would think that he believed 
in zealously defending the rights of the legislative branch of 
tbe Government from encroachment by the executive. He 
said he wa.s disappointe<l in the gentleman from Ohio [l\Ir. 
LoNGWORTH], tbe Republican leader, the other day because 
l\Ir. LONGWORTH did not rise up and tell the Treasury Depart­
ment and the President of the United States that the Con­
gress is going to enact the 1aw without Executive suggestion. 
Th8t is interesting in view of the fact that l\1r. GARNER served 
on the Ways and 1\1ean.s Committee when we had a Demo­
cratic Secretary of the Treasury, and it is particularly in­
teresting in view of the fact that from the time of Alexander 
Hamilton down to the present time 1Ji~ Treiumry Department 
has taken the lead in working out the question of the revenues 
and the financial plans for thP. Government. Mr. GaRNE& 
says that we should not listen to tbe Secretary of the Treasury. 
Let us see what happened back when the Democratic ad­
ministration was in power. At that time we had as Sec.re­
tary of the Treasury Mr. William G. l\Ic.A.cloo, who is in 
Chicago to-day to determine whether or not he is going to 
be the Democratic nominee for President. I invite the at­
tention of my Democratic friends to what Ur. l\Ic.Adoo said 
at that time. I quote from the hearings of the Sixty-fifth 
Congress. :i\Ir. McAdoo testified on June 7, 1918: 

I have read in some of thu newspapers the intimation that the 
plan of the Treasury Department was calculated to produce less 
rather thav more rev.,nue, "'.!tc. 

He thus announced that the tax bill was the plan of the 
Treasury Department. Yet our friend GARNER would have 
you think that the Treasury Department ought not to have . 
a plan. l\Ir. McAdoo later says: 

I should like to have you let Doctor Adams give you the details 
of that, because he has prepared them after a great deal of work, 
and I ·have not bad time to look through them thoroughly, but he 
can explain them fully. 

Then Mr. McAdoo said this, and I hope the gentlemen who 
listened to the genial gentleman from Texas when he abu ed the 
present Secretary of the Treasury will listen to the words of 
the Democratic Secretary of the Treasury to the Ways and 
Means Committee. of which my genial friend from Illinois [Mr. 
RAINEY] was a member at that time. He said: 

I venture to urge upon you, therefore, a careful consideration of the 
recommendations which_ they [speaking of Doctor Adams and somebody 
else, Treasury experts] may present to you on such subjects as amorti­
zation, depreciation, etc. Entering profoundly into the calculation of 
every tax are subjects upon whieh the experts of the Internal Revenue 
Bureau, such as Doctor Adams here, are ahle to speak wlth greater 
knowledge than the Secretary of the Trea ury or members of the Ways 
and Means Committee. I beg you, thereto.re, to see and act upon their 
advice. 

Yet these gentlemen on the Democratic side say now tbat we 
ought not to take any advice or recommendation of the Secre­
tary of the Treasury. 

Mr. BLANTON rose. 
l\Ir. SANDERS of Indiana. I do not yield. I want to prove 

by l\lr. GARNER himself that he is not at the threshold of Treas­
ury Department advice. I refer now to the hearings on the 
revenue art of 1918, page 45. 

Ur. GAR:qER of Texas asked the question: 
You have got in this proposed bill that you are supposed to have sent 

down, Doctor, this provision? 

He then quotes a provision and says quite politely: 
Is there any serious objection, Doctor, to striking that out of the 

bill? 

To prove further that the Treasury Department has always 
had a great deal to do with revenue bills, l\1r. Leffingwell, oo 
page 46, said : 

I am not so familiar with that particular bill that Doctor Adams bas 
drawn a.:; I should be. · 

Drawn by the Treasury Department, brought cown here by 
the Secretary of the Trea.sury, and very properly so, and in 
the hearings you will also find that l\fr. McAdoo being :nvay 
from Washington, dissatisfied witl1 the way the then Democratic 
Committee on Ways and Means was operating, telegraphed to 
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Presi<lent Wilson to have tbe committee get busy. I shall not 
take the time to read it all, but shall quote only a certain portion 
of that telegram. a. fo11ows : 
New~pape1· , inrlica te that effort will be made to girn water power bill 

p1·ecede11cc ove:1· reyenue bill when House reconvenes August 19. 
• 

And after urging importance of immediate action on the reve­
nue hill he c:ontinue. : 

Of coursP, I know that you ran u e only your great influence to 
secure this result, and the purpo e of thi telegram is to beg you to 
exert your influence in this <lirection immediately. 

They <lrew the hill in the Treasury, but he could not depend 
upon him ·elf to urge it and telegraphed to the President of the 
United Stnte to tell them to get busy and pass the bill that 
Doctor Adam · had prepared. 

l\lr. NEWTON of ulinuesota. And they did. 
l\'lr. RAirTl<JY rooce. 
Mr. SA..KDEilS of Indiana. Oh, I can not yield. The gentle­

man from Illillni.· [Mr. RAINEY] will remember this, that when 
we were talking about ll_i<>'h surtaxes in those days his genial 
friend from Texas [i\fr. GARXER] was not such a high bidder. 
You wvulll think from the way JACK GARNER talks that he 
invented hio-h i::urtaxe.;. He walked up and down here and said, 
"Give me a Democr<ltic President and a Democratic House 
and I will show you what we could do." 

These ren11y high surtaxes "ere not written in there by the 
Democrats. They \Yere written in there by the gentleman from 
Wiscon in .\Jr. LENROOT. and they were put in there with a 
Republican vote, autl as war taxes they were all right. Our 
friend GARNER, however, wa.~ pulling back in those days. It is 
true that the gentleman from .~forth Carolina, Mr. Kitchin, of 
blessed memol'y in this House, very quickly sen ed the situation 
and said, "Let u. agree to this amendment," but not so the 
distinguishect ~ent1eman from Texas [l\1r. GARNER]. Mr. LEN­
ROOT had offered an amendment raising the high surtaxes 25 
per cent all alon()' the line. J\lr. Kitchin said they ought to 
agree to it. Mr. GARNER said, appealing to 1'Ir. Kitchin: 

If the gentleman had his prefernnce~ realizing the new informatiQn 
received from the Treasury Department, would he not prefer to pass 
this bill sub. tantially in its pre~ent form, not accepting the amendment 
otfered by the g._•ntleman from Wisconsin? 

Then he said later, and this shows how wedded he was to 
·Treasury recommendations: 

Now, since the information comes from the Treasury Department that 
we need , 430,000,000 mol'e, I can not conceive that this committee will 
want tQ cut d0\.\' 11 anything -.i t of this bill that brings revenue, and it 
seems to me under tltese conditions we ought to test the sense of the 
committee to determine whether we want to increase them with a view 
of cutting omething el ·e out of the bill. 

Oh, you would think from the statement of the gentleman 
from Texas that he always clisbelie,ed the argument that rais­
ing the surtax:e hi""h would be nonrevenue producing. 

Many of you gentlemen were here in 1917, and you will 
remembel' the great argument by l\lr. Hill of Connecticut, one 
of the ablest men in the House on financial questions, when he 
pointed out, if .rou put this surtax: too high, what would ha1)pen; 
and l\1r. G .\U:.-;rEI:, in talking against it and in arguing with l\1r. 
Kitcllin agafost it, finally aid: 

Unless the rates are rai ed o high, as contended by the gentleman 
from Connecticut [Mr. Hill], that less revenue will be produced than 
under the pl'esent rates. 

That idea. was not new to him when it was advocated before 
the present ('ommittee on Ways and Means. Then after the 
distingui bed gentleman from North Carolina, Mr. Kitchin, the 
great Democratic chairman of the Committee on Ways and 
l\feans, who wi11 lie remembered as a distinguished Member of 
this Hou e and in this country as long as history is wTitten­
during that memorable debate made a statement that I want 
you to listen to. you gentlemen who accuse the Republicans 
of trying to erve the rich. We all remember' that Claude 
Kitchin's fasorite joke. wllen be wanted a recess for the holi­
daJ' , was to Ray tlrnt he 'n:mted to go home for Christmas and 
make his annual agreement with his creditors for another year. 
J_,isten: 

::\Ir. KITCHIX. Nllw, the gentleman frQm Connecticut [Mr. Hill] has 
raised a very important question in my mind and one that we ought to 
consider when we are raisiug the rates on the large incomes. For 
instance, a large exorbitant rate may frustrate the very object of the 
tax law, and we may not get any taxes or bave any incomes upon which 
to levy taxes. For instance, whenever Qur income tax is so heavy that 
the totnl income on the investment of the business man will be any-

thing around 3~, 4, or 5 per cent then it will be to bis interest to sell 
out his investment to 'l'om, Dick, and Harry and invest in United States 
bonds or State bonds or rural-credit bonds. 'l.'bus he will make just as 
much as if he has as much net income, with no worry and no trouble. 

The CHAIRMAN. The time of the gentleman from Indiana 
has expired . 

l\fr. SAJ\TDERS of Indiana. Can I have some more time? 
Mr. GREEN of Iowa. I will yield to the gentleman five 

minutes. But I wanted to say this while I am on my feet: 
That during the last two years of the Democratic administra­
tion the administration frequently wanted Treasury bills 
passed, and I was the Republican who usually attended to the 
technical matters pertaining to them, and they brought them 
to me and I presented them to the committee and the com­
mittee passed them. 

Mr. SANDERS of Indiana. Yes. I thank the gentleman. 
Now, this statement of l\fr. Kitchin's, made by him on the 

floor of the House, not after study-because it came np sud­
denly-contains in clear language the argument for the pas~age 
of the bill that the gentlemen have reported out. Note what 
he says. I continue reading: 

It will be to his interest to sell out his inve tment to Tom, Dick, and 
Harry and invest in United States bonds or State bonds or rural­
credit bonds. Thus he will make just as much as if he has as much 
net income, with no worry and no trouble, 

Did he not get the danger quickly? And Mr. Emerson, of 
Ohio, spoke up and said, " Somebody else would have to own 
those bonds?" l\1r. Kitchin answered him: 

But nobody would own those bonds to the extent of making millions 
of income out of them, because they would be purchased by individual:i 
with smaller incomes. This large increase in the rate would not apply 
to the little fellow. 

Then l\1r. Kitchin went on. Li ten to this argument, not 
made by a Republican, but made by a Democrat: 

Mr. KrTCHIN. I think a man would buy bonds if Congress would 
take a sufficient amount' of his income and continue to take it until 
it would reduce his total income after deducting the tax down to 3, 4, 
or 5 per cent. I think I would buy bond un<ler such circumstances. 
I tµink any sensible man would do it. That is, if he is in it for profit 
or income. 

That is the statement made by the gentleman from North 
Carolina. Now, let us see what the fncts are. Remember 
that ~tatement was made by l\lr. Kitchin-that prophecy-right 
on the spur of the moment. His knowledge of financial mat­
ters brought the thought to him, and he had no politics in his 
mind. He i:.'Poke what was in his mind. He was not hedged 
about by any caucus. His prophecy came true. In 1918 the 
number of incomes over one million was G7. In 1919 it was 65. 
In 1920 it was 33. In 1921 it was 21. 

There you have the very prediction made by Claude Kitchin 
carried out. And when the Republican Secretary of the Treas­
ury, foJ.lowing after similar recommendations of two Demo­
cratic Secretaries of the Treasury, a Democratic President of 
the United States, and following the advice of Doctor Adams, 
who, l\1r. McAdoo said, knew more about it than the Commit­
tee on ·ways and Means, advocates relief of that ituation, you 
say, "You are trying to pass something that will help the rich." 
And one gentleman on the ftoor shook his fist nt us and asked 
us, "What are you going to say iu your districts and in your 
States when your opponent says, 'You did not tax the rich'?" 
I will tell you what I will say. I will say, " It is not true." 
[Applause.] 

Why, of course it is not true. In the first plare, the poor man 
is not taxed at all, and on every cent of the rich man's income 
he is taxed tlle same as the man of s;ma11 income, but on very 
much of it he is not taxed only dollar for dollar, but a greater 
amount. For in tance a man head of family with $4,000 in­
come is taxed $67.50, and a man with !S20,000 income, five time,.; 
as great an amount, is taxed $1,237.50, more than eighteen 
times the amount of taxes. I could go on and show that this 
cry that bas gone out is based on a false assumption. 

Under the Republican plan even if the 25 per cent maximum 
surtax i adopted, we tax the rich a much greater amount and 
about ten times greater percentage than we do the man with 
the small income. In practically all of the taxation under the 
State laws where the tax is on property values the States tax 
the rich and poor the same rate. If it is 2 per 'cent of the 
taxable value, the man with $1,000 is taxed 2 per cent of that, 
while the man with '2,000,000 is taxed 2 per cent of that 
amount. But in this bi11 we really tax the rich, for while we 
tax the man with $1,000 income above his exemptions but 3 
per cent or $30, the man with $2,000,000 income is taxeu ap-
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proximately a half million dollars. The cry that this bill does 
not tax the rich is a false cry. · 

It is true that the proposed measure would reduce the maxi­
mum surtax from 50 per cent to 25 per cent, and while that 
might for the first year have the effect of reducing the amount 
of revenue collected, as a matter of fact by the end of the 
second year, after the law is on the statute books, there would 
be an increase of revenue. There can be no doubt that the sur­
tax is now away past the revenue-producing point. This is 
shown by the fact that in 1918 the number of incomes over 
$1,000,000 was 67 ; in 1919, 65 ; in 1920, 33 ; in 1921, 21. . 

In other words, people with vast fortunes have taken their 
investments out of commercial enterprises and have purchased 
nontaxable securities, and they will continue to do so if the 
surtax is left high. On the other band, it can be reduced to 
25 per cent, which will encourage the investment in productive 
enterpri es, thus, in turn, actually increasing the amount of 
revenue. 

The so-called Garner tax plan, sometimes erroneously referred 
to as the Democratic plan, really makes no substantial reduc­
tion in surtaxes. It is proposed to reduce it from 50 to 44 
per cent. He proposes other vital changes in the Treasury 
plan. The Treasury Department on careful calculation bas 
pointed out with unerring certainty that such a tax plan would 
not yield sufficient revenue to run the Government, and while 
it may be that the proposal was originally made in good faith, 
the support of tlte proposal now by the Democrats as a unit 
smack >ery much of political action taken by a party not ha-v-
ing the responsibility of government. [.Applause.] . 

l\Ir. ~IURPIIY. l\Ir. Chairman, will the gentleman yield? 
The CHAIR.1\1.AN. The time of the gentleman from Indiana 

ha expired. 
Mr. l\IURPHY. I want to ask the gentleman a question. 
Mr. SANDERS of Indiana. I will be glad to answer the gen­

tleman's question. 
Mr. :MURPHY. 1\Ir. Chairman, I will suggest the absence of 

a quorum. 
The CIB .. Illl\fAJ\. The gentleman from Ohio makes the 

point of no quorum. The Chair will count. [After counting.] 
One hundred and twenty-seven l\lembers are present. .A 
quorum is present. 

l\Ir. COLLIER. Mr. Chairman, I yield five minutes to the 
gentleman from Wisconsin [Mr. FREAR]. 

The CH.AIRl\IAN. The gentleman from Wisconsin is recog-
nized for five minutes. · 

l\Ir. FREAR. Mr. Chairman and gentlemen : You have 
indulged me with patience in the past, and I intend to speak 
only for five minutes, and hope to yield back a part of that time. 

I bave taken the floor only to explain briefly what I think 
is a misunderstanding arid because of questions I have noticed 
in the RECORD and which have frequently been asked by vru:ious 
l\Iembers. 

The first question is: What is the proposal I have introduced, 
which has been criticized in this morning's press and at other 
times? It is briefly this : To reduce the normal taxes one-half 
what they are to-day. That brings them from 4 to 2 and 
8 to 4 per cent, and it means $184,000,000 reduction, twice 
$92,000,000, proposed by Mr. Mellon for a 25 per cent reduction 
in the normal tax. But that is the only reduction, except the 
reduction to 40 per cent maximum surtax which has been sug­
gested here. It will mean about $30,000,000 or $40~000,000 more, 
or it will come within that amount and aggregate about $220,-
000,000. I speak of this because the leader on the Republican 
side, the gentleman from Ohio [Mr. Lo GWORTH], was incor­
rectly quoted, as be stated a few moments ago to me, that it 
would take away more money than we have as a surplus. It 
will not, and it is well within the $223,000,000 surplus stated 
by Secretary Mellon. 

You say: What is the meaning of that? What L'3 the object 
of reducing the normal tax from 8 to 4? Briefly, it means 
this : For the small man-remembering your surtax begins at 
$6,000 under the existing law, and running to $10,000-it will 
mean a saving to the man with an income of $10,000, not count­
ing bis exemption of $2,000, of practically $100. Thl·ee hundred 
and forty-two dollars will be his tax un<ler the Mellon bill, 
while $248 will be his tax under the proposal I have made, 
which means a "'aving of practically $100 or 35 per cent of his 
tax. You say : Does this normal tax mean anything? .Abio­
lutely, because it take away 30 per cent of the tux of the man 
with an income of $10,000. Now, take the tax of a man with 
an income of $20,000. Under the Mellon plan he will pay a 
tax of $1,242, not considering exemptions, while un<ler my plan 
his tax will be $1,048, or substantially 20 per cent less. But 
when you get up to $35,000 then it changes, and under the 

l\!ellon plan it is slightly lower than it is under my plan. 
Finally, at $200,000, the tax paid by the man with that income 
will be $55,932 under the Mellon plan, and $78,768, or about 
50 per cent more, under the plan I propose. In other words, 
it is a tax on the man who has the money. 

It is said here, " But you can not reach that man." How­
ever, they do it in other countries, an:d our tax is below that 
which they ha-ve in other countries. Of course, tax-free securi­
ties will escape here and there. But we gave a reduction last 
year from 65 per' cent down to 50 per cent. Then 94 of my 
Republican friends on this side of the House walked o-ver to my 
friends on the other side, or they came over to them and they 
said, "We will stand for the 50 per cent that was 'put in by 
the Senate." And that is the law as it stands to-day-50 per 
c~t . 

Mr. LITTLE. Will the gentleman yield? 
1\lr. FREAR. I have only five minutes. 
Mr. LITTLE. I just wanted to ask the gentleman whether 

Senator Penrose voted for that? 
Mr. FUE.A.R. I have understood so; and Senator Lol>G.E and 

many others; they voted for 50 per cent maximum surtax. 
We are now asked to come down to 25 per cent or 35 per cent, 
when 94 of us voted for 50 per cent last time. If it was good 
then, why is it not goo(J to-day? And Mr. McCoy says it brought 
$300,000,000 more into the Treasury. 

I was talking with some men who are as good judge of a 
proposition of this kind as any men who could be found here, 
and I said, " Where is your scientific proposition which came 
from the Treasury Department?" .And they said, "There is no 
science in these plans, and we know it." The men who have 
been engaged in tax matters say there is no science in this sort 
of n proposition, but that you just get the best propo ition you 
can. That is what they are trying to get under the Mellon 
plan; but that plan helps the man of large income and gives 
him special relief, but does not help the little fellow, whereas,. 
as I have shown you, the men with the smaller incomes will 
receive a 30 per cent saving under my proposal on:r his, and in 
the Democratic plan they have provided rtractically, or very 
near, the same rates as are found in my plan. [Applause.] 

The CH.AIRMAN. The time of the gentleman has expired. 
l\Ir. GREJliIN of Iowa. Mr. Chairman,. I yield to the gentle­

man from New York [lli. B.acoN] such time as be may desire. 
llr. BACON. Mr. Chairman, during the last three years the 

Republican Party has remedied the extravagance and depres­
sion of a Democratic administration by cutting expenditures in 
half. It has reduced the debt by four and a half billion dollars 
and has created a prosperity which has yielded a surplus in the 
National Treasury of over $300,000,000 in a year. 

The Republican Party intends to pursue its task to its logical 
conclusion, and in as large a measure as possible intends to 
relieve the people of the enormous burdens of taxation. 

In the last year of a Democratic Congress seven billions of 
dollars were· appropriated, following such a riot of waste in 
E'ederal control of railroads and sbiprting as this country had 
never before een. 

In the last month of President Wilson's term of office. in 
March, 1921, 5,000,000 of wage earners were out of work. 

A Republican Congress, by the enactment of a restrictive im­
migration law, prevented an inundation of competing labor; 
by the passage of a protectiYe tariff restored the home market 
to .American producers ; and by the adoption of a Budget sys· 
tern encouraged "ise economie . 

To-day our appropriations total $3,000,000,000. There is a 
job at band for everybody. Our standard of living and our 
wage scale a.re not only higher than anywhere in the world 
but exceed those of any other period of our history. 

It is a fact which none can deny that tax reduction would 
not be possible to-day if extravagance and waste and great 
expenditure had continued. 

It is no le s a fact that unless every effort had been made 
to decrease the amounts of money spent by the Government 
the country to-day would not now have a surplus. 

.And it can not be successfully disputed that a Repub!ican 
administration is solely responsible for a program which 
would lift the burdens of taxation from all alike. 

I firmly believe that no important piece of legislation was 
ever so carefully, scientifically, and thoroughly thought out 
for the greatest good to the greatest number. I, for one, 
intend to stand by the President, and am in favor of this bill 
without change and without amendment. 

New York State, where the number of Federal income-ta.~ 
payers i larger than in any other Sta.te in the Union, is, of 
conr e vitally interested in this whole tax: problem. 

The people of my own district, without regard to party, 
are in favor of this program of tax reduction. 
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I have received many hundreds of letters from the men aml 
''"omen of my district, without regard to party, _declaring 
themselves emphatically in favor of the administration's pro­
gram. I haYe scrutinized these letters to discover, if possible, 
any trace of propaganda that has been talked about so much 
here in the House, and I emphatically state that I can find 
no trace of a concerted effort to influence my vote. 

Tllese letters have come from earnest men and women who 
seem to realize the vital effect that intelligent and scientific 
tax reduction will have on the welfare of the entire country. 

From time to time I have returned to my district and have 
talked with men and women, regardless of party, in many 
different communities, and everywhere I have found ll. una­
nimity of opinion in favor of this much-needed tax relief. 

I have further found that the people of my district have not 
been fooled by the various rival programs for tax relief that 
have been offered. They have been able to discern between a 
carefully and scientifically worked out program on the one 
hand and programs that are designed merely with a view, as 
one paper so aptly stated, of advancing " a proposition set up 
to bedazzle the sucker vote." 

No, 1\Ir. Chairman, the people of my district are not fooled 
by the appeal of the demagogues. They resent th~ charge th~t 
tlle thoughtful and earnest letters they have written to their 
.Congressman are the result of propaganda. The people of 
my district are hard-headed, intelligent Americans, blessed 
with that sane Yankee common sense that is such a marked 
characteristic of our President. 

lHr. Chairman, a reduction of the surtaxes to as near 25 
per cent as possible does not mean that men of great incomes 
will escape their just burdens of taxation. 

Under the present law men of great wealth have the legal 
opport'unity of investing in nontaxable Federal, State, and 
municipal bonds. A reduction to as near 25 per cent in the 
surtax as possible would attract back again into the industry 
of the country money that is now safely and legally tucked 
away where the Federal income-tax collector can not reach it. 

~Ien of the larger incomes would again turn back their 
capital into productive enterprises, and the entire country 
would benefit in the ensuing enhanced prosperity. A surtax 
of ~;) per cent would have a far more stimulating _effe~t on 
the business of the country than. would, for example, a surtax 
of 35 per cent. A surtax of 35 per cent would only bring in 
at the moment $10,000,000 a year more income than would a 
surtax of 25 per cent, and in the long run would not bring as 
much revenue as would a surtax of 25 per cent. 

It is uneconomic and unsound to use taxation as a social 
weapon for equalizing wealth. The economic way, the sensible 
wa ,. to accomplish this desired result is through the inheritance 
tax<.' I was much impressed with the learned speech of the 
gentleman from Iowa [Mr. RAMSEYER] last week on this sub· 
ject. Excessive taxation hampers industry and destroy.s enter. 
prise and initiative. Inheritance taxes do not have this dead· 
ening effect. If Congress wishes to bring about a better dis­
trilmtion of wealth, it should rewrite its inheritance tax laws 
and not attempt to do so by unsound taxation. 

Capital is nothing more than the surplus earnings ~f. a 
nation the savings of its citizens. Because of the necessities 
of fina'ncing the great World War we were obliged to take the 
sa dngs of the people for destructive purposes. During the 
war the people paid their taxes willingly and did not seek tbe 
legal refuge of tax-exempt municipal bonds. But since the war 
excessive taxation, and particularly unreasonable surtaxes, 
have been destroying the enterprise and initiative of the people, 
and more and more the wealthy have been investing in tax­
e:xempt securities and have been withdrawing their money and 
their brains from productive business. 

America in the past has grown great because of the daring, 
the initiative, and the enterprise of her citizens. We have now 
reached a time when it is necessary to discontinue the handi­
cap.· necessarily imposed during the war. A country, like gov­
ernment, can not stand still. It must go forward. Congress 
should rather seek to encourage that ability for business and 
industrial enterprise which has been so characteristic of the 
American people and which has made America the great coun­
try it is to-day. New ventures and. new enterprises can not 
thrive without th\.) investment of those of large incomes. The 
employment of capital in new industries will provide employ­
ment for labor in large numbers and will help in the future, as 
it has in the past, to make us the greatest industrial Nation on 
earth. 

To-day men of large incomes are inclined to say that the risks 
involved in new enterprises are too great for them to bear, in 

view of the fact that the return, after deducting the high sur­
taxes, is very low. 

Under the present law a man investing in an enterprise, the 
se~urity of which pays 8 per cent, receives a net return of only 
3.36 per cent. Under the bill reported to the House bis return 
will be 5.52 per cent. Under the present law capital can not 
be coaxed· from investment in tax-exempt securities. Under 
the new law it will seek a larger return in enterprise. In a 
venture paying 10 per cent, under the present law his net return, 
after the payment of Federal income tax, is 4.20 per cent. 
Under the bill under consideration his net return would. be 
6.90 per cent. 

Therefore, if we reduce the surtax from 50 to 25 per cent, we 
should see a great flood of new capital entering new channels 
and resulting in the further industrial, commercial, and finan­
cial de>elopment of the United States. 

The country has every right to expect that Congress will 
tackle this problem in a patriotic and nonpartisan spirit, the 
same spirit that won the war. If this scientific tax bill is 
passed without change, I firmly believe the business lifeblood 
of America will be quickened, new courage and new hope will 
prevail on all sides, and countrywide prosperity will be made 
permanent. If it is not passed, or if unsound amendments are 
added, or if a political substitute is passed, I firmly believe 
that we will see a gradual slowing up of business and industry. 
Unless the deadening weight of excessive and unjust taxation 
is removed from the people, I fear the gradual and stealthy ap­
proach of hard times and unemployment. 

A grea,t wave of hope swept over the American people when 
the administration's proposal for tax reduction was first an­
nounced. If the Congress refuses to enact this scientific law 
the resultant reaction will be unfortunate, to say the least, 
and may be disastrous. 

The country is already sensing the possibility of a political 
tax bill and already signs are unmistakable that there is a 
feeling of discouragement abroad. An aroused public opinion 
will ultimately demand a scientific reduction of taxes, which 
means a reduction of surtaxes to somewhere around 25 pet· 
cent. No matter what the outcome is of the discussion here, 
an issue has been raised which will be settled, and settled 
right, by the common sense of the country. The people want 
tax reduction as proposed by President Coolidge and will not 
be satisfied with a substitute and a sham. 

The Democratic Party has presented a plan which it belie>es 
will appeal to the greatest number of voters. It declares that 
it will place the burden on the rich and let them pay the bill 
in order that the rest of us may have the benefit. 

For the moment this contention seems as reasonable as the 
Democratic contention of 1910-that the Democratic Party. if 
elected, would reduce the cost of living to the market basket 
of the average housewife. 

It is just as reasonable as the Democratic proposal of 1916 
that the Democratic Party would keep the country out of war. 
It is just as reasonable as the Democratic declaration of 1920 
that it would keep the country out of future wars by means of 
the League of Nations. 

It is just as reasonable as the Democratic Party's contf•ntion, 
in and out of its party platforms, that a protective tariff en­
riches only a few and does not make for general prosperity. 

Tile country knows that the cost of living was doubled under 
a · Democratic adminjstration. 

That the reelection of President Wilson did not keep us out 
of war. 

That by 7,000,000 majority the people repudiated the idea 
that the League of Nations would prevent all future wars. 

And that a protective tariff sufficient to cover the difference 
in the cost of production here and abroad has invariably re­
stored the country to prosperity following upon the gloom and 
unemployment of Democratic times. 

And just so the country will eventually find out that the con­
tention of the Democratic Party that high surtaxes will relieve 
the poor from all effects of taxation, placing the burden en­
tirely on the wealthy, is in reality nothing but buncombe. 

The people of this country will eventually realize, if they do 
not now, that this scientific tax revision plan proposed by the 
present administration is really drawn up for the ben~fit of 
the entire country. Reducing the surtaxes will loosen the 
bonds which now hold new capital away from enterprise, will 
provide an even larger revenue to the Government, and will, 
in the long run, cause the wealthy to pay in actual dollars 
and cents more than they pay now. Scientific tax reduction 
will do more to reduce the excessively high cost of the neces­
sities of life than any other factor. 
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The fact that the Democratic tax plan would mean a loss 

of re ·enue of over $600,000,000 a year, whereas the surplus in 
the Treasury is only a little over $300,000,000 a year, appar­
ently does not in any way interest the gentleman from Tex~s 
[Mr. GARNER], tbe author of the plan. What. d~es he care if 
the Democratic plan produces a Treasury deficit if he can fool 
the people sufficiently between now and November to. pick up 
some votes for the Democratic Party? The Democratic caucus 
has orderecl, and the Garner plan must be put through, Treas­
ury deficit and a ll. But I for one do not believe tbat the people 
can be fooled. 

The President, in bis grea t speech on Lincoln's Birthday, 
completely sta ted the case when be said: 

I t hink it is easy enough to see that I wish to include in the pro­
gram a reduction in the high surtax rates, not that small incomes may 
be r equired to pay more and large incomes be required to pay less, but 
that more revenue may be secured from large incomes and taxes on 
small incomes may be reduced ; not because I wish to relieve the 
wealthy, but because I wish to relieve the country. 

The financial acumen of the Democratic Party is exemplified 
by its advocacy of the cause of free silver in 18_D6 .• In Augu~t 
of tha t year it appeared to sweep the country; m November it 
'vas sno'1.·ed under. 

The common sense of the American people can be relied upon 
to duly appraise the vote-getting program of the Democratic 
Party of 1924 at its true worth. The common sense of the 
American people can be relied upon to appraise the brand of 
patriotism and civic righteousness so heavily concentrated i.n 
the State of Wisconsin. The surtax of 25 per cent may fail 
here now, but it will prevail in the end, because it ~s morally, 
economically, and scientifically sound. 

The abundant prosperity we are now having is a Republican 
prosperity. If the tax bill fails and hard times result, they 
will be directly chargeab\e to the Democratic Party and their 
Republican allies from Wisconsin. 

The wise economies now practiced in the conduct of the 
Government are Republican economies. 

The program fo.r lower taxes, which the country has a right 
to expect, is a Republican program suggested by a Republican 
administration. 

The confidence of the country is in the ho.nesty, integrity, 
and common sense of a Republican President, and the majority 
of 1!)~4 will be a Republican majority. [Applause.] 

l\1r. COLLIER. l\1r. Chairman, I yield to the gentleman 
from Missouri [l\Ir. RunEY] such time as he may desire. [Ap­
plause. J 

l\1r. RUBEY. l\Ir. Chairman, at this late hour I do not want 
to take up a great deal of your time, but I do want to call 
vour attention to this, that if you will look in the RECORD to­
morrow morning-I can not give you the exact page-you will 
fiud these words: "Mr. RunEY addressed the committee. llis re­
marks will appear hereafter." [Applause.] 

:;\fr. RUBEY. l\fr. Chairman, for many days we have been 
di~cussing this tax measure. There is nothing that can possibly 
be brought to the attention of this Congress which is of more 
importance nor in which the great masses of the people are 
more interested than this pending tax measure. The heavy 
burdens of taxation are b ring down upon the American people 
to-day as never before in the history of the country. The cry 
for immediate relief comes to us in no uncertain tones from 
every part of the Republic. Ours is the greatest country in all 
the world. We have 48 States all bound together in an insep­
arable Union. This is beautifully set forth in "The American's 
Creed " in these words, descriptive of our ideal form of govern­
ment, "A democracy in a Republic; a sovereign Nation of many 
sovereign States." 

There are necessarily many forms of taxes within the States 
over which Congress bas no control. Congress passe~ tax laws 
levyjng taxes upon the people of the Nation as a whole. The 
legislatures of the several States pass tax laws governing the 
taxes to be levied in each State and in each subdivision thereof. 
There are State taxes, county taxes, city taxes, school taxes, 
road taxes, street taxes, and taxes for the payment of the prin­
cipal and intere t on bonds issued for various purposes. These 
are heavy burdens; Congress, as I have said before, can not 
lighten them. However, it is within the power of Congress, by 
the form of the taxation it enacts, to avoid placing additional 
taxes upon a very large part of the people, and it can lower 
national taxes and thus reduce the burdens whicll they now 
bear by reason of the Federal tax laws. 

It seems to me that by far the best policy for the Gornrn­
ruent to follow in the raising of the necessary funds for its 
.various purposes is to confine its methods of taxation to the fol-

lowing: The graduated income tax, including the surtax, and 
the excess-profits tax ; the estate tax, the gift tax so necessary 
to prevent the avoidance of both the income tax and the 
estate tax; and the internal revenue taxes, levied, of course, 
upon nonnecessaries and luxuries. To this then should be 
added a tariff tax for revenue, levied as far as it is humanly 
po sible upon luxuries only. May the time soon come when Con­
gre.., ·-by the use of these methods, and these only-will be able 
to secure all the funds necessary for the economical admiDistra­
tion of the Government. If that were done all other forms of 
Federal taxes could be abolished. The people would no longer 
be called upon to pay the so-called nuisance taxes, such as 
the stamp tax, tax on automobiles, their parts and acces •ories, 
tax on picture shows and other amusements, tax on drugs and 
medicines, and many other articles that coul(l be mentioned. 
If this were done the great masses of the people in the rei::pec­
Uve States who are now heavily burdened by the payment 
of State and local taxes, would in a great degree be relieved of 
Federal taxes. 

One of the fairest, most just, and most equitable metho<ls of 
taxation ever devised by the mind of man is the graduated 
inc:ome tax law. It calls upon the man who has, and is there­
fore able to pay. He whose income is small is called up:m to 
contribute but little, he whose income i larger is asked for 
more. and if his wealth be great ancl bis income therefore much 
greater, he is called upon to contribute a much greater sum 
for. the support of bis Government. 

In my particular section of the State, the sixteenth district, 
which I have the honor to represent, there were only 808 who 
made income-tax returns in 1921. I represent the good old 
farmer folk, the be t people on earth-honest, frugal, indus­
trious, and patriotic, but not endowed witlt great wealth. 
Comparatively few of them, therefore, are blessed with an 
income sufficiently great to require the payment of an in­
come tax. 

The estate tax, in the main, applies to large estates. From 
the ...-ery beginning of the organization of forms of government 
and the levying of taxe ' there have been those who sought in 
one way and anofher to avoid the payment of taxes. There 
will always be ~ome who will do this until time shall be no 
more. The means most generally used by those who have gTeat 
fortunes is to invest tbeir holdings in tax-exempt securities. 
It i~ said that the late William Rockefeller at his death left 
a Yery large estate of many millions of dollars, of which $43,-
000,000 were invested in tax-exempt securities. To the men 
of great wealth-and their number has increased very greatly 
in the pasf few yearS-\Yho have sought to ayoid payment of 
income taxes by investing in tax-exempt securities, the final 
day of reckoning will come. They will pass to the great beyond, 
and they can not take theil' tax-exempt securities with them. 
Tlle Government will, through · the workings of an estate tax, 
come into its own. The vast sums of money these mighty mil­
lionaires haYe thu · withheld will be collected from their 
estates. · 

A gift tax should by all means become a part of this bill. 
The gift tax is intended as a means of protecting both the in­
come tax and the estate tax from evssion by the taxpayer. The 
gift tax should be made to apply only to those who possess 
great wealtb. Under the provisions of existing law there have 
been hundreds of instances where a man having a large income 
has deliberately divided bis estate among the members of his 
family. 

In this way has he evaded a large income tax and thus 
avoided especially the payment of a large surtax. When an 
estate tax is placed in tlli bill, it will be absolutely necessary 
that a gift tax be provided in order to prevent the taxpayer 
from giving away bis estate, and thus defeating the very pur­
pose for which an estate tax is enacted. A gift tax, as its 
name indicate ·, is a tax upon gifts, and like the income and 
estate taxes, it is graduated, the larger the gift the higher 
the rate of the tax. 

JHr. Chairman, as I haye already indicated, I shall vote for 
the increased rates to be proposed in the estate tax, and I 
shall vote for tlle gift tax. I shall also vote for the restora­
tion of the tax on exce-·s profits which was stricken out in 
the la t Congress. By this one act alone $450,000,000 was saved 
for millionaires and multimillionaires of America. This item 
should by all means go back into t!le bill. 

In consideration of the internal revenue provisions and the 
miscellaneous items, I shall stand for further reductions on 
nece. ·saries and for some increases on items not necessary and 
indeed, in some instance , harmful and injurious. 

So far as the income-tax provisions are concerned, I am for 
the Garner or Democratic plan and opposed to the Mellon 



2698 CONGRESSIONAL RECORD-HOUSE. FEBRUARY 18, 

plan. In taking this position I do it not because the plan 
bears the name of my good friend, John Garner, with whom 
I have served so many years, neither do I support it because 
it bears the name of the party with which I am affiliated, but 
because that plan is in the interest, and for the benefit of the 
great masses of income-tax payers of America. This is a tax 
reduction bill and in its preparation we should bear in mind 
that good old doctrine-" the greatest good to the greatest 
number." Within the confines of this Republic there are 
6,650,695 income-tax payers. Of this number 6,641,262 are 
benefited more under the Garner plan than under the Mel­
lon plan, while there are only 9,433 who will receive 
greater benefits under the Mellon plan than under the Garner 
plan. 

In the good old State of Missouri there are 172,519 income­
tax payers. Of thi number, 172,350 will receive greater 
benefits under the Garner plan and only 169 will be more 
greatly benefited if the Mellon bill is enacted. In my own 
congressional district there is not an income-tax payer who 
will not get greater reduction under the Garner plan than 
under the l\lellon plan. Thus it will be seen that not only are 
we bringing relief to the greatest number, but what is of far 
greater importance, we are giving that relief to those least 
able to pay, and we are, and we shall continue, through the 
application of the income tax, the estate tax, and the gift tax, 
to place the heaviest burdens of taxation upon those most 
able to bear them. 

Mr. COLLIER. Mr. Chairman, I yield to the gentleman 
from South Carolina [Mr. FuurER] such time as he may desire. 

Mr. FULMER. Mr. Chairman and gentlemen of the commit­
tee, I represent the seventh district of the small but great State 
of South Carolina., and I am delighted to ha>e the privilege of 
expressing myself at this time on this very important piece of 
legislation. 

After listening to the discussions I find the Mellon bill as 
well as the Republican Party, somewhat in the fix of the n~gro 
who was lynched some time ago in Mississippi. Next morning 
the good people of that section turned out to view the body 
which ":as swinging from the limb of a big oak tree, and they 
fo~? pllllled on the body a card with these words, " In statu 
quo. They could not make out what that meant, so they sent 
over for an old school-teacher. He came o>er, adjusted his 
glas e , and looked at the words. He turned around and re­
marked: "l\Iy friends, it has been quite a while since I taught 
school, and it has been quite a while since I have read Latin, 
but if my memory serves me rightly the~e words mean, ' This 
nigger is in a hell of a fix.'" [Applause.] 

Mr. Chairman and gentlemen, I represent a State ·whose 
people still believe in government of the people, for the people, 
and by the people. They believe in legislation which gives to 
the greatest number of people the greatest benefit. ·It has been 
my sad privilege since coming to Congress to witness the atti­
tude of those in majority, the E.epublican Congre s, desirous of 
legislating in just the opposite way; that is, to give the greatest 
benefit to the few at the expense of the many. 

This was done under the Esch-Cummins law, which placed 
in the hands of the Interstate Commerce Commi sion the power 
to regulate the valuation of the property of the railroad inter­
ests and to adjust rates that would be fair to their interest 
as well as that of the shipper. In administering this law 
the Interstate Commerce Commission has increased the valua­
tion several millions of dollars and has so allowed the railroad 
interests to increase their rates until these exorbitant rates 
have practically paralyzed agriculture. 

How the agricultural industry is to continue to sell its prod­
ucts at near pre-war prices and pay freight rates :from 50 to 
80 per cent higher than the pre-war rates is not clear to anyone 
conversant with the facts. While the railroads are doing a 
profitable business thousands of good farmers are leaving their 
improved lands because they can not make a living on them. 
They have no section 15-A-the so-called guaranty clause of 
the Esch-Cummins Act-and no Interstate Commerce Commis­
sion to in ure them a profit and a fair return, or even a living, 
while they are paralyzed by excessive freight rates. 

This was also carried out in the passing of the Fordney­
McCumber tariff bill, and now, as if people could not read, 
you propose to put over on the American people a bill known 
as the l\1ellon bill, which on its face and iii practically every 
instance is a rich man's bill. I am sure that the figures which 
I shall ~ow give setting forth the present law, the Mellon plan, 
along with the Garner figures, will sbow at a glance who the 
Democrats favor in tax reduction against tho e who Mr. Mellon 
would accommodate at the expense of the small taxpayer. The 
figures whi<!h I shall now give show the total tax payable by a 
n\arried pc1"lOn without dependents: 

Income. Present Mellon Demo­
law tax. plan tax. pl~a~ 

$3,000 .••••••••••••••••••••. _ ••.•••.•••••.•••.••.•••. 
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120 
60 

JOO 
160 
250 
340 
430 
520 
620 
720 
&30 
940 

1,060 
1,180 
1,310 
1,440 
1, 580 
l, 7W 
2,560 
3,5'.?0 
4, 63() 
5, &40 
7,180 
8,640 

11, 9~0 
15, 740 
20,040 
24, 840 
2G,900 
30, 140 

U5 
~5 
75 

120 
180 
240 
300 
360 
430 
500 
580 
660 
750 
840 
940 

1, 040 
1,150 
l,260 
l,900 
2,660 
3,5b0 
4,540 
5,590 
6,680 

,9 0 
11, 440 
14 , 080 
16, 880 
18,040 
19,840 

....... $20 
40 
80 

120 
160 
200 
240 
300 
360 
430 
500 
580 
660 
750 
Wl 
940 

1,040 
1,630 
2, 340 
3, 180 • 
4, 140 
5,23!) 
6,«a 
9. 24() 

12,750 
16,85() 
21, 450 
23, 130 
26,430 

Uno.er the I?resent tax law· a :i:narried man without dependents 
but w1tb an mcome of $13,000 pays surtaxes in amount $110 · 
und~r Mr. Mellon's plan he would pay $40; under the Demo~ 
cratlc plan be would pay $10. while incomes of .$12,000 and less 
woul~ not be subj~ct to surtaxer,. Under the present law 
married persons without dependents. but with incomes of 
$5,000.000 pay $2.870,640; under Mr. l\Jellon s plan they would 
pay $1,538,840; under the Democratic plan they would pay 
$2,476,430. Under the present law married persons without 
dependents but with incomes of $1.000,000 pay ta_ es in amount 
$550,640 ; under th~ Mellon plan they would pay $298,840; 
under the Democratic plan they would pay $476,4~0. Out of 
the 6,662,000 taxpayer who pny income taxes the Democratic 
plan g~ves to G,6!'i0,000 the greater benefit, while the Mel lon 
plan g1v~s to 12,000--tbe very rich-the greater benefit. l\!r. 
l\!ellon lnmself will save under his plan $1.331,800, while under 
the Democratic plan he will save only .'394,310. Eighty per 
cent of the American people will not benefit to the extent of 
one penny under Mr. Mellon's plan. while 2 per c nt of the 
people, the very rich, will save many millions annually. 

~ecretal'y l\lellon bim~elf. bas bad no experience in tax Iegis· 
lation. He has been prmc1pally interested in levying the most 
burden ome taxes on the public through Republican hiO'h tariffs 
as I said a few minutes ago, and only in tbe last Co;o-ress tll~ 
1\lellon aluminum trust got an increase in tariff rat~s which 
added $13,000,000 potential profits to the $10 000 000 it had 
made annually since 1910. The Secretary and 'Pre~iclent Cool­
idge are opposed to any reduction of the high tariff taxes 
which cost the people four billions annually in higher co t of 
living, as previously stated, and en~e the special interests 
thus protected to put $3,500,000,000 or that sum in their own 
pockets. 

The income and surtax tax is one tax which, as a rule, can 
not be passed on to the consumer, while a ta.riff or sales tax 
on the other hand, is paid in full and in even greater measur~ 
by the co~sume~ by reason of pyramiding and profiteering. 
The followmg will show how tax reduction will be dish·ibuted 
among individual taxpayers, according to their respective in· 
comes, under the Mellon plan: . 
Income or-

$5,000,000 indlvidunl wi.11 save $1.500,000. 
$1,000,000 individual will save $251,784. 
$500,000 individual will save $116,784. 
$250,000 individual will save $49,284. 
$100,000 individual will save 10,284. 
$u0,000 individual will save $1,944. 
$25,000 individual will save $1,107. 
$20,000 individual will save $747. 
$15,000 individual will save 469.50. 
$10,000 individwil will save $222. 
$5,000 individual will save $29.75. 

4,000 in<lividual will save $12.75. 

In other words, a perso:"l v. ith ar income of $1,000,000 saves 
under the Mellon plan $' 51,784. while 50 heads of families 
each having an i!l...:ome of . 20.000--totnl, $1,000,000-Sav~ 
under the Mellon plan oi:ly $35,350. One hundred heads of 
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families, each with an income of $10,000-total, $1,000,000-
::iave under the Mellon plan only $22,200. Two hundred heads 
of families. each hav·.ng an income of ,5,000-total, $1,000,000-
save under the Mellon plan $5,95C. Four hundred heads of 
families, each having an income · o·f $2,500-total, $1,000,000-
save under the Mellon plan nothing. Thus you can very 
readily see who gets the melon. 

Ed<lently l\1r. Mellon h~ s three obj ( ~ts in mind-he wishes 
to defeat tbe soldiers' bonus, provide the Coolidge administra­
tion with a popular "paramount issue," and add to the huge 
fortunes of the very rich. He has been working on this pro­
.,.ram from the moment he was sworn in as Secretary of the 
Trea~ury, a position for which be is clearly ineligible if the 
Constitution means what it says. All of his public utterances 
show that in principle he ~s opposed to income and inheritance 
taxes. Being one of the world's richest men, he very naturally 
champions the theory that enormous ·fortunes in the bands of 
the few are a good thing and should pe encouraged. . 

:;\Ir. l\Iellon's plan· propo~2s a reduction of . 323,000,000, chiefly 
for t lle larger income-tax: payers, while the Fordney-l\1cCumber 
tariff bill, put over by the same "big interests," who said t!iat 
it would be the salvation of the farme:: and save America, 
lays a tax upon the people conservatively place<l at $4,000,-
000,000. You do not hear :Mr. Mellon or "hi interests," who 
laro-ely benefit therefrr--1, either through the pre ~ or . other 
organi~ed channels asking for the repeal or any modification of 
the extortionate rates ii: the present tariff bill. Consumers of 
sugar, which include the farmers and wage earners, are pay­
ing a tax annually of $20fl,000,000 due to the duty under the 
Fordney-McCumb: r tariIT bill. 

Something like 700,000 farmers have gone bankrupt since the 
beginning of the Harding-Coolidge administration, according to 
the Department of .Agriculture. That means not fewer than 
2,500,000 men women, and children ham been reduced to 
po,·erty and distress. But tlle trusts and combines which got 
the profiteer's tar.iff for themselves have been declaring big 
stock dividends. 

Speaking from the viewpoint of a business man, I think the 
great fundamental and businesslike thing to do is to pay more 
atteution to expenditures of the people's money, thereby elimi­
nating any necessity for looking ;for any breach of trust on the 
part of the American people. It has become an everyday occur­
rence with Congress to create · new departments, boards, anu 
to add new bureaus to already created departments, thereby 
increasing numbers on pay rolls not only in the lower brackets 
but in high positions, which in many cases are but parasites 
inflicted on an already overburdened people. 

As to the power given to these departments, l\Ir. Mellon says 
that taxpayers of large incomes are not paying, when, as a 
matter of fact, he has the power to either force them to pay or 
Jet them get by. Mr. Fall, Secretary of the Interior, and l\Ir. 
Denby, Secretary of the Navy, claim the right to give away the 
oil resources which were intended and should be reserved for 
tile Navy. While l\fr. Denby was doing this he successfully 
put over the Congress a large appropriation to carry on work 
in the Navy Department at a time when all good, sane men 
wouJcl agree that these appropriations could be very easily cut. 
I rnted against it. 

The Federal Reserve Board, which has control of the finances 
of this country, did on l\Iay 18, 1920, put into operation plans 
formulated behind closed doors which wrought havoc to this 
country. l\lr. W. G. P. Harding-so I am told by a member of 
tlie Banking and Currency Committee of the House-put 
through them an amendment allowing a sliding scale in inter­
est rates, and in some cases the system charged member banks 
as much as 65 per cent. Under this policy interest rates were 
increased from 4 to 6 and 8 per cent, but I am glad to have 
l\1r. Crissinger, governor of the board, say now that rates should 
never I:iave been increased, but should have remained from 4 
to 4! per cent. Centralization of power in Washington and in 
departments taken away from the States is making bureau­
crats in these departments. No wonder the people are dis­
gu tec1 with the scandal that is now going on with some of the 
departments in Washington. 

T here is only one counh·y in tbe world which bas suffered a 
greater increase in taxation than the United States. That 
nation is England. Expressed in terms of the 1913 dollar, and 
disregarding fluctuations in currency value, England bas in­
crea:-;ed her taxation 217 per cent since 1913. The United States 
has incr'?ased its taxation 20-! per cent. 

It is estimated that the national income, the combined earn­
ings of the entire country, amount to about fifty-eight billions 
of dollars. Out of that $58,000,000,000 income the American 
public is heing a . ked to contrihute over seven billions of dol­
lar ' to maintain their National, State, and local Governments. 

According to official figures there are 41,000,000 people in 
the United States above the age of 16 who are em.ployed in 
som·e gainful occupation. They reprEsent the Nation's earn­
ing power. 

Since 1913 the Federal, State, and local governments have 
added $27,000,000,000 to their debt, making a total govern­
ment debt in the United States of $32,000,000,000. 

The National Industrial Conference BMrcl estimated that 
there are in the United States 3,400,000 people on some govern­
ment pay roll and that the actual total pay-roll cost amounts 
to $3,800,000,000. This would indicate that every 11 workers 
in tl1e. United States are supporting one person on a govern­
ment pay roll. 

I have been promised that I shall be given an opportunity 
to vote to remove a tax that is now collected on trucks, tires, 
and auto repair parts which was placed on these articles as 
a war reYenue measure. About one-third of all the motor 
cars in the United States are owned by farmer~ ·to whom the 
added cost of the tax: on tires and repair parts is a very con-
i<lerable burden. The million of farmer to whom the motor 

vehicle is a necessity, not a luxury, would welcome lower 
prices and cheaper repair part . Nothing in the proposals of 
tftx reduction so far submitted to the Congress would so 
directly result in immediate savings to many millions of persons 
of aserage means. 

Motor vehicles are now in many State subject to triple 
taxation ; first the Federal tax, then the State license tax, and 
in many communities they are assessed as " personal property " 
on which the prevailing local tax rate is imposed. A propo. i­
tion to put a special tax on locomotives, freight or passenger 
cars, and to require railway companies to pay another tax as a 
licen e for their operation would be flouted by the Congress. 
With the constant extension of improved roads the service 
rendered by motor transport is steadily increasing and. has 
IJecome an important factor in handling an enormous volume 
of all kinds of local ancl suburban freight. 

COMING BACK TO THE MELLON PLAN. 

Being from a State-South Carolina-where we haYe only 
25,160 income-tax payers, we would under the Democratic plan 
give the greater benefit to 25,149 taxpayers, while under the 
Mellon or Republican plan 11 persons only would receive the 
greater benefit. I do not know who the 11 persons are who will 
benefit to a greater extent under the Mellon plan. Perhaps I 
could name some of them, but true to my argument made during 
all of my campaigning, that I would stand up and work for the 
best interest of the great masses of the people of rny State, I 
shall vote for the 25,149 instead of the 11. 

Mr. Mellon proposes, :first, a reduction of the higher surtax 
from 50 to 25 per cent, which means a tax reduction of nearly 
$200,000,000 on surtax incomes of the big taxpayers. One reason 
for opposing this feature of the plan is because it will not 
relieve the millions of farmers and small business men of one 
penny of taxation. These are the people who have been and stiU 
are falling by the wayside for the past three years, yet they are 
the salYation of the country. If big business did not have them 
to feed on, from whence would its enormous profits come? 

It would be very interesting if Mr. l\lellon would point out a 
number of big industries in Ame1·ica that arn being denied 
capital on account of surtax rates. Is it the iron and steel 
industry in which the United States Steel Corporation declared 
an extra dividend? Is it in the automobile industry wherein 
the fabulous profits of Henry Ford are known to every average 
citizen? Is it in the woolen textile industry where the profits 
are con tnntly piling up? Is it in the aluminum manufacturing 
industry where the capital has been built up from near 
$3,000,000 to near $100,000,000 out of pro:fits or chiefly so? 
l\1r. ~Iellon's concern, known as the Aluminum Co. of America. 
according to reliable figures, as shown July 31, 1921, has ac~ 
cumulated a surplus of $92,153,861, ancl 11ad earned during tbe 
10 years ending December 31, 1920, an average of $10,000,000 
annually after deductions for interest, taxes, depreciation, deL 
pletion, and so forth. So we see that the Mellon notion that 
capital is being kept out of industry by surtaxes undoubtedly 
does not apply to agriculture, with its $78,000,000,000 capital, 
because under high tariff and other unsound <lomestic and in­
ternational economic poJicies the farmer can not get in the 
surtax list. During the past three years more farmers have 
gone on the rolls of bankruptcy than on the income-tax rolls. 

In 1921 Congress cut surtax rates from 65 to 50 per cent 
on net taxable incomes from $200,000 up, 1argelJ because 
" big interests " promised that prices to the consumer would 
be reduced as they say now that like reduction will follow 
under tbe 1\Iellon plan. But just the reverse has happenec.1, 
for prices have been going up. Shoes, clothing, wagons, ma­
chinery, and many other things that tlle farmer bas to buy 
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are higher to-day than they were before the cut, although this 
cut saved the very large taxpayers $61,500,000. The repeal of 
tlrn excess-profits tax sayed this same class of taxpayers $450,-
000,000, making a grand total of $511,500,000. During tlle four 
years of war (according fo the records) these large c.orporations 
so relieved made over thirty billions of dollars after paying 
excess-profits taxes. About nineteen of this thirty billions were 
made by 1,000 C'orporations, among the largest of which were 
the "Mellon interests," dominated by the present Secretary 
of the Treasury. These are the same people who are asking 
that the higher surtax rates be reduced from 50 to 25 per cent 
on the theory that millions of dollars now tied up in tax-free 
securities will be withdra'"vn and re-invested in industry and 
that prices on what the consumer bas to buy will te reduced. 

From the Mellon propaganda one would think tha~ business 
is almost at a complete standstill And yet the press is teem­
ing with such headlines as: " StoC'ks moved into higher ground 
ye terday in spite of the prolonged advance;" "1924 rail fund­
ing may eweed 1923, capital expenditures made in 1923 aggre­
gate $1,076,000,000 ;" " 1923 wa one of the most spectacular 
years the steel trade has ever known ;" " Old-fashioned pros­
perity was the keynote of the year just closed in the sugar­
growing industry; " "Nearly $3,000,000,000 was expended in the 
building industry during 1923, the building boom sweeping the 
country;" "Nation has 14,000,000 motor cars, and 400,000 auto 
trucks are to be built during the coming year;" " Packing 
industry back to normal," etc. A long list of leading bankers 
and business men testified that "the year opened with favorable 
pro pects for business in 19~4." 

Yet the e headlines are true only in part. They are true 
with respect to sections that are prospering under the Repub­
lican legislation, namely in the manufacturing centers, in 
New York and the New England States. A mere glance at 
tlrn e hea<llines will enab!e you to tell ,...-here this prosperity is 
and who are the sole owners of it. If you will read the head­
line of the newspapers in the great agricultural sections of 
1 he country, comprising the West, Northwest, and the South, 
where folks do not own bonds, railroads, automobile factories, 
and steel industries, you will see a very different condition 
existing. Here is a second picture representing just the reverse 
of conditions in the e manufacturing sections. I want you to 
note, too, that this picture W?-S painted by a Republican admin­
istration that was elected by a majority of about T,000,000 of 
people over a Democratic administration, which will clearly 
<lemonstrate the absolute inability of the Republican Party 
to carry on in the interest of the great American people, and 
will also show the efl.'ects of legislation that it bas passed 
in the interest of the few against the many, about which I have 
been talking. 

Under a Republican administration or control of national 
affairs for the last three years what do we find according to 
tlle records of Dun and B1~adstreet? In 1921 there were 404 
bank failures involving liabilities of $173,027,776. In 19~ the 
failures numbered 277 with. liabilities of 77,735.55L During 
the 12 months of 1923 there were 504 failures represf'.IJting 
liabilities of $196, 790,000. 

Both in number and iri the aggregate of liabilities the bank 
failures in the past three years have been six times as great 
as for the ·preceding three years under President Wils.on. The 
reports show that in the last calendar year there were failures 
of 70 national banks. More national banks failed in this 
country Jast year than during the entire period of seven years 
under the Wilson administration from 1914 to 1920, both in~ 
dusive, and during the period of the World War and the two 
years of reconstruction which followed. In the year 1923 
alone there were seven times as many failures of national 
banks as in the three fiscal yeai·s 1917~ 1918, and 191!) com­
bined under the Wilson administration. 

Commercial failures during the Harding-Coolidge administra­
tion are as startling in number and financial significance ::!S the 
bank failures. There were 62.048 commercial failures with 
liabilities aggregating $1,781,830,134 in the Republican years 
1921-1923. In the three Democratic years, 1918--1920, there 
were 25,314 commercial failures involving liabilities of ~571,-
433,021. The increase in the number of commercial failures 
during the last three years under Republican rule compared 
with the last three years under the Wilson administmtion 
was 36,734. The increase in the total of liabilities under the 
last three yea.rs of the Harding-Coolidge administration com­
pared with the last three yea.rs of Democratic administration 
was $1,210,397.113. 

These vast totals .from the business casualty list are exclu­
sive of tens of thousands of farmers, cattle growers, and in­
dividuals who have been ruined during the past three years, 

and who have been sold out under the sheriff's hammer, but 
whose failures are not recorded with the mercantile agencies. 
In addition to this no lists have been made of the number of 
suicides and of the thousands of boys and girls, especially on 
the farms of the West, Northwest, and South, who were uenied 
an education. The greater number of these boys and girls C'ome 
from the rural districts where the best brains of the country 
are to be found. Because of their being handicapped by being 
denied an education they will never be able to make for them­
selves a name in history or fill lucrative places in life. When 
I think about these conditions brought about by the W. P. G. 
Harding deflation policy, railroad, tariff, and l\Iellon legislation, 
for no other plll'pose, it seems to me, than to make the ii ch 
richer and the poor poorer, I stand and loo:s: at the amazing­
unrest in the country and the amount of Bolshevism that is 
looming up in the distance and wonder if those who advocate 
such legislation and such policies can not see their impending 
doom in the distance. 

Mr. COLLIER. 1\1.r. Chairman, I yield to the gentleman 
from Indiana [Mr. CANFIELD] such time as he may de ire. 

l\fr. CANFIELD. Mr. Chairman and gentlemen of the com­
mittee, I represent an agricultural district in Indiana, the 
fourth district. We are interested in legi lation that is for 
the common people. I want to register a protest against the so­
called Mellon bill and assure you that L am fOr the Garner 
bill. 

r shall take advantage of the general leave already granted, 
and revise and extend my remarks in the RECORD. 

The district I have the honor· to repre ent is an agricultural 
district, and while we have a number of good factory cities and 
towns they are not of the special-interest cla . The citizens of 
my district-at least 98 per cent of them-are interested in 
legislation that will be helpful to the great common people of our 
country. 
• The big question, or one of the big questions, that will be con­
sidered at this session of Congress is the tax question. In my 
district, as well as in every part of our country, the question that 
is uppermost in the minds of everyone today is the question of 
tax reduction. Go where you will and the first question that 
is asked of you is, "Are you going to give us any relief from our 
heavy tax burdens at this ses. ion of Congre ? " And they 
ha\'e a right to ask this question, and, furthermore, they have a 
right to expect and demand a reduction. 

A program for reducing our taxes has been propo ed, known 
as the l\.fellon plan, and we are told that millions of dollars have 
been spent to get the people and Congress to blindly accept this 
program, and I agree with the statement made by Senator 
COUZENS, of :\Hcbigan, in his speech on the Senate floor January 
21, 1924, where he says: 

Alorc dishonest statemeQts, misstatements, if not absolute falliehoods, 
have bt.:en handed out at the 'l'reasury Department of the United States 
for the purpose- of misleading the public than ever were issued by a. pub­
lic department in my recollection of government. 

Every l\Iember of this CongrE>ss has been flooded with letters 
and telegrani.S urging, and some demanding, the passage of the 
Mellon plan. 

If this so-called Mellon plan is the very be t program that can 
be adopted for all the people, why was it necessary for the big 
interests 01· the money kings to call all their forces together for 
the purpose of hringi.ng all the pressure to bear pos ible? Some 
of them have even had all their clerks write their C-Ongres man 
and Senators, and some have even gone so far as to have their 
Bible class write their Congressman and their Senators, asking 
them to support the Mellon plan. 

I feel that it is the duty of every Senator and every Con­
gressman to find out the motives back of all this propaganda 
and all the misstatements that have been ent out for tbe pur­
po e of getting us to blindly accept this big-intere t program. 

I am told that the Secretary of the Treasury sent out a state­
ment a few days ago in which he said that all surtaxes are 
pa.s ed on to the consumer and that a reduction of surtaxes 
would mean a reduction in the cost of living. Any school child 
in America would know better than to make a tatement liko 
that and expect the public to believe it, and yet this statement 
has been heralded through the press of our country, expecting 
the American people to believe it, due to tne fact that the 
statement was made by the Secretary of the Trea ury. 

We have also bad able Congressmen come on the floor of 
this House and make similar statements, ezj)ecting the Mem­
bers of this Congres to believe them and accept _them as facts; 
but I am told that they are to be excused, as it is to their 
interest to champion legislation that is in the interest of the­
moneyed powers of our country. 
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We have also been told on the floor of this House, and 

I understand that Mr. Mellon asserts that a 25 per cent surtax 
will net the Government as much as a 50 per cent surtax, as 
a 25 per cent surtax can be collected while the Government can 
not collect the 50 per cent surtax due at the present time, and 
that if the surtax was cut to 25 per cent there would be less 
incentive to evade the payment of taxes. This to me is mere 
schoolboy talk. Anyone that will avoid paying a 50 per cent 
surtax, if it is possible for him to do so, will also do every­
thing in his power to avoid paying a 25 per cent surtax, and 
if our Secretary of the Treasury admits tba t it is impossible 
for bis department to collect the taxes due the Government, it 
is time that we have another investigation and some one put in 
charge that can collect the tax that is justly due the Gov­
ernment. 

There ne-ver was a greater representative of the moneyed 
interests of the country in the Treasury Department than there 
is at this time and our people everywhere wonder why he 
accepted a Cabinet position at $12,000 a year when he can 
make millions in his own business. 

If we could check up on him we would find that he is making 
many more millions in his own business to-day than he did 
before be was made Secretary of the Treasury, for largely 
by his own efforts he has been able to get Congress to raise 
the import tax on aluminum wares, plate glass, and many other 
articles that his plants practically control in this country. 
This bas made it possible for him to make millioP_s in his 
own business and in addition to all this be has wifnessed, since 
he has been in the Cabinet, the cutting of his corporation 
taxes and his personal taxes, also largely due to his own ef­
forts, and now he asks the Congress of the United States to 
put through the so-called Mellon plan for the relief of the 
needy millionaires, which, if made a law, will mean many 
more millions to our good friend, l\Ir. Mellon. 

I feel that the tax question should be given very careful 
consideration at this session of Congress and the tax burdens 
of the American people should be reduced just as much as 
po~sible, but personally I can not lead myse1f to believe that 
it is right that we should pass a bill that will benefit the men 
with large fortunes and give practically no relief to the aver­
age business men, farmers, and laboring men of our country. 

There i~ much in the so-called Mellon plan that I thoroughly 
agree with and there is much with wbich I can not agree. 

I think the nuisance tax should be given much considera­
tion and the ways by which many are able to escape taxation 
should be eliminated. The tax on earned incomes should be 
much lef>s than it is on unearned incomes. There is an excise 
tax on certain manufactured articles that go in almost every 
home that should be discontinued, as the excise tax is always 
adrled to the price of the article and passed on to the con­
sumer and, as a rule, is marked on the face of the invoice 
and markf>rl E>xci e or Government tax. I am very much in 
fa\'Or of eliminating all excise taxes and tax on amusement 
tickets, as these taxes are always passed on to the consuming 
public. 

I feel that the parts of this bill that are for the best interests 
of all the people should receh·e the whole-hearted support of 
every Member of Congress, but I can not see th~ justice of 
giYing 5'0 much to the big interests who have the large incomes 
ancl 80 little to tho e of smaller incomes. 

At the present time different plans are before this Congress, 
one called the l\Iellon plan and th.e other the Garner or Demo­
cratic plan. 

As I understand them the Mellon plan means a big reduction 
for the big interests or money kings of our country, with very 
little reduction for the average business man and men with 
ordinary means, while the Garner or Democratic plan means a 
fair reduction for all, as shown by the following table. 
13E~EFICIAIUES OF THE DEMOCRATIC TAX-REDUCTION PLAN AND OF THB 

MELLON PLAN BY STATES (COMPARATIVl!J TABLE). 

The following table of the number of persons making income­
tax returns in 1921 is compiled from the official figures of the 
Treasury Department contained in the annual report of the 
Commis ioner of Internal Revenue for 1921. 

It shows the total number of persons making income-tax re­
turns in each State, and the number benefited more by the 
Democratic (Garner) plan than by the Mellon plan, and the 
number benefited more by the Mellon plan than by the Demo~ 
cratic (Garner) plan in each State. The totals show-

Democratic plan gives greater benefits than the Mellon plan to 
6,6-41,262. 

The l\Iellon plan gives greater benefits than. the Democratic 
plan to 9.433. 

State. 

Income-mt returns, by States. 

Total 
number 
making 

Income-tax 
returns. 

Alabama...................................... 43, 009 
Arizona......................................... 18, 477 
Arkansas.·-·············.····-·········....... 33, 830 
California ............... _ • . • • • • • • • • • • .. • • • . • • • • . 386, 082 
Colorado ..•.••••••..•••..•••••• _ . • . • . • . • • . . . . . 69, 676 
Connecticut.................................... 123, 269 
Delaware .........•.. ·····················-···· 15, 889 
District of Columbia ............. _ ..... _....... 89, 966 
Florida ___ ···············--···················· 42, 249 

~:~~~:::::~~~: ::~::::::::::: ::::::::: :: : : ~~ ~ 
Iowa_--··-···--··-··--···-· .... ·······-··-·.__ 111, 4R3 
Kansa.s--··-·········--························ 88, 785 

e~~~~:: ::::::::::: :: : :::: :: :: :: :::: :: : : :: : ~: i~ 
~!~~~0its~:::::::::::::::::::::::::::::::: 112, 953 
Hichlgan ... _ .... -··. ·- -·. ·-. __ .. _ .... ___ . __ .. -·. ~ m 
is?.~:::::::::::::::::::::::::::::::::::: ~:~n 

lli~'i ii: iii iii: iii i;: iii l iii: i ~iii '·ii I 
g~:~i~-~-... :: :: : : : : : : :: :: : : : : : : : : :: : : : : : : : : : :: ~~: ~ 
~~~sz~;l~r;;t ::::: :::::::::::::::::::::::: ::: 6~:g~ 
South Carolina ........... _ ............ _.......... 25, H>O 
South Dakota ... ·-·····-·······-·········-···· 21,6. 1 
Tennessee ............... _ ...•..... _ ............ _ 60, 949 
Texas .... ·-·············-········-·-·········· 200,188 
Utah ............... -··-·················-········ 26,128 

~lf rEim~uuumuuwu: :iim 

Number 
benefited 
more by 
Mellon 
plan. 

35 
1 

10 
435 
40 

173 
17 

102 
28 
48 
3 

857 
86 
42 
16 
45 
50 
42 

176 
749 
264 
131 

9 
169 

5 
22 
3 

24 
404 

3 
8,031 

52 
2 

539 
32 
28 

1,218 
138 
11 
1 

31 
104 

4 
14 
32 
30 
63 

108 
6 

Number 
benefited 
more by 

Demo. 
era tic 

(Garner) 
1>lan. 

42, 97! 
18,476 
33,820 

385, 647 
69, 636 

123, 096 
15, 872 
89, 864 
42, 221 
67, 671 
22, 973 

610, 701 
150, 214 
111,ill 
88, 769 
69,451 
67, 910 
44,355 

112, 71n 
387, 69..1 
249, 8R3 

~·~ 
112;350 
36,902 
71, 831 
9, 716 

32,383 
268,692 
11, 777 

1,063,605 
44, 109 
18,43'.I 

366,557 
69,349 
62, 776 

61}.8&5 
4', 919 
25,149 
21,680 
60,918 

200,08! 
26 124 
17, 732 
76 225 

115:658 
75,214 

148,349 
22, 4(f/ 

1~~-~-1-~~~-l-~~--

Total. ___ . -·· .... - ......... -·............. 6, 650, 695 9,433 6,541,262 

i Includes Alaska. 

According to the Treasury Department statistics for 1921 in 
Indiana 150.300 persons filed income-tax returns. Out of this 
number 150,216 taxpayers would receive a greater benefit under 
the Garner plan than under the Mellon plan, and 84 would re­
ceive a greater benefit under the Mellon plan than under the 
Garner plan. 

In the district I have the honor to represent, which is the 
fourth district in Indiana, statistics show that in 1921 there 
were 3,332 persons who paid income tax, and out of this number 
I dare say that not over 3, or possibly 5, would receive a greater 
benefit under the l\fellon plan than they would under the Garner 
or Democratic plan. 

The l\fembers of this House know that the revenue bill was 
revised about a year and a half ago, and that at that time the 
excess-profits tax was made a thing of the past. This action 
relieved the big interests of a tax burden of approximately 
$450,000,000. The reason I say this is because the big interests 
paid practically all of the excess-profits tax, and, if I remember 
correctly, the snTtax was reduced from 65 per cent to 50 per 
cent at the same time, which meant another saving to them of 
approximately $90,000,000, or $540,000,000 in all. 

Mr. Mellon now proposes to reduce the surtax from 50 per 
cent to 25 per cent, which means a saving of 50 per cent to the 
big interests, while the average taxpayer who pays from $2,000 
to $10,000 will only receive a 25 per cent reduction. 

This may seem right to Mr. Mellon and the men who are in 
his -class, but you know and I know that it is not in the futerest 
of the great mass of taxpayers in our land, and I, for one 
register a protest against it. ' 

I feel that a bill should be passed by this Congress that will 
be in the interest of the great mass of people with small in­
comes, regardless of who introduces it, and that something 
should be done to let the people know tbat the so-called Mellon 
plan is not the best plan by which the people of our country 
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can get relief from their tax burden, and that the thousands, Comparative table showing the total tam payable by a married person, 
yes, millions, of people who are demanding the passage of the etc.-Continued. 
Mellon plan, who never saw it and do not even know what it 
means, be informed as much as possible that it is not in the 
interest of the great mass of taxpayers in out country, but is 
for the relief of, as I have stated before, the money kings of 
our country or the special privileged few. 

The following table of comparison of the Garner or Demo­
cratic plan with the Mellon or Republican plan should be of 
interest as well as instructive to all: 
Comparative table showing the total tax payabu 1Jy a married person without depende-nts 

under the rates of the present law and under the suggested rates of the :Mellon and 
Democratic plans and the amount and percentage of reduction under the above plans 
(basis of unearned income). 

Present Mellon Dollars Percent- Demo- Dollars Percent-
Iucome. law tax. plan tax. reduc- age re- cratic reduc· age re-

ti on. duction. plan tax. ti on. duction. 

------- ---------
$1, 000 ----······ ................. ............... .................. ................. ................... .. ................... 

2,000 ...... $26" ······sis· .•••••• $[;" ····25:00· ................. ....... j26" ····ioo:oo 3,000 
4,000 60 45 15 2.5.00 $20 40 66. 67 
5,000 100 75 25 25.00 40 60 60.00 
6,000 160 120 40 25.00 80 80 50.00 
7,000 250 180 70 28.00 120 130 52.00 
8,000 310 240 100 29. 41 160 180 52.94 
9,000 430 300 130 30. 23 220 210 48.84 

10,000 520 360 160 30. 76 280 240 46.15 
11,000 620 430 190 30.64 340 280 45.16 
12, OOD 720 500 220 30.55 400 320 44.44 
13,000 830 580 250 30.12 470 360 43.37 
14.000 940 660 280 29. 78 540 400 42.55 

- 15,000 1,060 750 310 29.24 620 440 41. 51 
16,000 1, 180 S40 340 28. 81 700 480 40.68 
17,000 1,310 940 370 28.24 790 520 39.69 
18,000 1,440 1,040 400 27. 77 880 560 38.89 
19,000 1,580 1, 150 430 27. 21 980 600 37.97 
20,000 1 720 1, 260 460 26. 74 1,080 640 37. 21 
21,000 1:880 1,380 500 26.59 1, 190 690 36. 70 
22,000 2,040 1,500 540 26. 47 1,300 740 36. 27 
23,000 2,210 1,630 580 26. 24 1,420 790 35. 75 

~NZJ 
2,3SO 1, 760 620 26. 05 1,540 840 35. 29 
2, MO 1,900 660 25. 78 1,670 890 34. 77 

26'.ooo 2 7-10 2,040 700 25. 54 1,800 940 34.31 
27,000 2'. 930 2,190 740 25. 25 1,940 909 33. 79 
28,000 3,120 2,340 7SO 25.00 2,080 1,040 33.33 
29 000 3,320 2,500 820 24.69 2, 2.10 1,090 32. 83 
30;000 3,520 2,660 860 24.43 2,380 1, 140 32. 39 
31, 000 3, 730 2,830 900 24.12 2,540 1, 190 31.90 
32,000 3,940 3,000 940 Z3.85 2, 700 1,240 31.47 
33,000 4,170 3, 180 99J Z3. 74 2,870 1,300 31.18 
34,000 4,403 3,360 1,040 23.63 3,040 1,360 30.91 
35,000 4,630 3,550 1,080 Z3. 32 3,220 1, 410 30.45 
36,00J 4,860 3, 7-10 1, 120 Z3.04 3, 40() 1,460 30.04 
37,000 Ii, 100 3,94<1 1, 160 22. 74 3,590 1, 510 29. 61 
38,000 5,340 4, 140 1,200 22.47 3, 780 1,560 29. 21 
39,000 5,590 4,340 1,250 22.36 3,980 1,610 28.80 
40,000 5, &10 4,540 1,300 22.26 4,180 1,660 28.42 
41,000 6, 100 4,575 1,350 22.13 4,393 1, 710 28. 03 
42,000 6,31\0 4,960 1,400 22.01 4,600 1, 760 27.67 
43, 000 6,630 5, 170 1,460 22.0:.! 4,820 1,810 'Zl.30 
44,000 6,900 5,380 1,520 22.03 5,04.0 1,860 26.96 
45,000 7, 180 5,590 1,590 22.14 5,270 1, 910 26.GO 
46,COO 7,460 5,800 1,660 22.25 5,500 1,900 26.27 
47,000 7, 750 6,020 I, 730 22. 32 5, 740 2,010 25.94 
48,000 8,040 6,240 1,800 22.38 5,980 2,060 25.62 
49,000 8,340 6,460 1,880 22. 54 6,230 2.110 25.30 
50,000 8,640 6,680 1,960 22: 68 6,480 2;100 25.00 
51,000 8,950 6,900 2,050 22. 90 6, 740 2,210 24.69 
52,000 9, 260 7, 120 2,140 23.11 7,000 2,260 24.41 
53,000 9,580 }350 2,230 23. 27 7/l.70 2, 310 24.11 
54,000 9,900 , 580 2,320 23.43 7,540 2,300 23. 84 
55,000 10, 230 7,810 2,420 23.65 7,820 2,410 23. 56 
56,000 10,560 8,040 2,520 23.86 8, 100 2,460 23.30 
57,000 10, 900 8,270 2,630 24.12 8,39[) 2,510 23.03 
58,000 11,240 8,500 2, 740 24. 37 8,680 2,li60 22. 78 
59,000 11,590 8, 740 2,850 24.59 8,980 2,610 22.53 
60,000 11, 940 8,980 2, !HO 24. 79 9,280 2,660 22.28 
61,000 12,300 9,220 3,080 25.04 9,590 2, 710 22.03 
62,000 12,660 9,460 3,200 25.28 9,910 2, 750 21. 72 
63,000 13,030 9, 700 3, 3.10 25.55 10, 240 2,790 21. 41 

64,000 13,400 9,940 3,460 25.82 10,5~ 2,820 21.04 
65,000 13, 780 10, 190 3,590 26.05 10, 930 2,850 20.68 
66 000 14, 160 10 440 3, 720 26. 27 11,290 2,870 20,27 
67: 000 14, 550 10: 690 3,860 26.53 11, 660 2, 890 19.85 
68, 000 14, 940 10, 940 4,000 26. 77 12, 030 2, 910 19. 48 
69, 000 15, 340 11, 190 4, 150 27.05 12, 410 2, 930 19.10 
70, 000 15, 740 11, 440 4,300 27.31 12, 790 2, 950 18. 74 
71, 000 16, 150 11, 700 4,450 27.55 13, 180 2, 970 18. 39 
72, 000 16, 560 11, 960 4,600 27. 78 13, 570 2, 990 18. 06 
73, 000 16, 980 12, 220 4, 760 28.03 13, 970 3,010 17. 73 
74-, 000 17, 400 12, 480 4,920 28.28 14, 370 3,030 17. 41 
75, 000 17, 830 12, 740 5,090 28.55 14, 780 3,050 17.11 
76, 000 18, 260 13, 000 5,260 28.81 15, 190 3,070 16. 81 
77, 000 18, 700 13, 270 5,430 29.04 15, 610 3,090 16. 52 
78, 000 19, 140 13, 540 5,600 29.26 16, 030 3, 110 16. 25 
79, 000 19, 590 13, 810 5, 780 29.50 16, 460 3, 130 15.98 
80, f OO 20, 040 14, 080 5,960 29. 74 16,890 3 150 15. 71 
81,000 20, 500 14, 350 6, 150 30.00 17, 330 3:110 15.46 
f2,000 20, 960 14, 620 6, 340 30.25 17, 770 3, 190 15.22 
83, 000 21, 430 14, 900 6, 530 30.47 18, 220 3,210 14.98 
84, 000 21, 900 15, 180 6, 720 30.68 18,670 3,230 14. 75 
85, 000 22, 380 15, 460 6, 920 30.92 19, 130 3, 250 14.52 
86, 000 22, 860 15, 740 7, 120 31.15 19, 590 3, 270 14.30 
87, 000 23, 350 16, 020 7,330 31. 39 20, 060 3,290 14.09 

Income. Present Mellon Dollars Percent- Demo- Dollars Percent· 
law tax. plan tax. reduc- age re- era tic !'educ- age re-

ti on. duction. plan tax. ti on. duction. 

---------------
$90, 000 $24, 840 $16, 880 $7, 960 $32.04 521, 490 $3, 350 13.49 

91, 000 25, 350 17, 170 8, 180 32. 27 21, 980 3, 370 13. 29 
92, 000 25, 860 17, 460 8, 400 32.48 22, 470 3, 390 13.11 
93, 000 26, 380 17, 750 8,630 32. 71 22, 970 3,410 12.93 
94, 000 26, 900 18, 0-lO 8,860 32.94 Z3, 470 3,430 12. 75 
95, 000 27,430 18, 340 9,090 33.14 23, 970 3,460 12. 61 
96, 000 27, 960 18, 640 9, 320 33.33 24, 470 3, 490 12. 48 
97, ()()(} 28, 500 18, 940 9, 560 33. 54 24, 970 3, 530 12.39 
98, 000 29, 040 19, 240 9,800 33. 74 25,470 3, 570 12.29 
99, 000 29, 590 19, 540 10, 050 33.97 25, 970 3,620 12. 23 

100, 000 30, 14-0 19, 840 10, 300 34.17 26, 470 3,670 12.18 

You can see it is the intention of the Democratic plan to 
fix normal income-tax exemptions at $2,000 for single persons 
and $3,000 for married persons, instead of $1,000 for single 
persons and $2,500 for married persons as proposed in the 
Republican plan. 

It is the intention of the Democratic plan to fix normal in­
come-tax rates at 2 per cent on amounts of $5,000 and under 
instead of 3 per cent under $4,000 as the Republicans propose ; 
4 per cent from $5,000 to $10,000 instead of 6 per cent above 
$4,000 as the Republicans iiropose. 

It is also the intention of the Democratic plan to let sur­
tax graduation commence with 1 per cent on incomes from 
$12,000 to $14,000 instead of $10,000 to $12,000 as the Republi­
cans propose. 

By tbe above table and statements you can see that those 
with large incomes '"ill be the chief beneficiaries by the He­
publican plan, while the Democratic plan will be in the interest 
of those with smaller incomes. · 

Everyone wants to see taxes reduced, and personaJly I feel 
that tax reduction should be along lines that will benefit the 
great common people of our country and bring relief to those 
least able to ·pay. 

The Mellon plan proposes a reduction of the higher surtax 
from 50 to 25 per cent, which means a tax reduction of nearly 
$200,000,000 on the surtax of the big taxpayers. One of my 
reasons for opposing this feature of the Mellon plan is because 
it will not relieve the millions of farmers and small business 
men of one penny of taxation. These are the people who 
have been and are still falling by the wayside for the past 
three years, yet they are the salvation of our country. If big 
business did not have them to feed on, from whence would its 
enormous profits come? 

As I have stated before, in 1921 Congress cut surtax rates 
from 65 to 50 per cent on net taxable incomes from $200,000 
up, largely because big interests promised that prices to the 
consumer would be reduced, as they say now that like reduc­
tion will follow under the 1\1ellon plan. But just the reverse 
has happened, for many of the things that tlle farmer has to 
buy are higher to-day than they were before Congress cut the 
surtax from 65 to 50 per cent. 

During the war, according to the recor<ls, these large corpora­
tions who are asking for a reduction of their surtax profited to 
the extent of approximately $30,000;000,000 after paying excess­
profits tax. About $19,000,000,000 of this $30,000,000,000 was 
made by 1,000 corporations, among the largest of which were the 
"Mellon interests," dominated by the present Secretary of the 
Treasury, and these are the people whom our Secretary of the 
Treasury is asking us to take care of when he asks that the sur­
tax rates be reduced from 50 to 25 per cent, and I am frank to 
say, Mr. Speaker and gentlemen of the House, that I do t'l.ot think 
that anything like this reduction should be made in the surtax 
rates, as legislation of this kind would mean that we are legis­
lating in favor of the big interests and against the interests of 
the farmers, laboring men, and smaller business men of the 
country. 

Mr. Speaker and gentlemen of the House, there is another 
tax that I feel should be given consideration during this 
session of Congress, for in my opinion it is of far more interest 
to the farmer, laboring man, and small business man of tl!e 
country than the income tax. This tax is known as the tariff 
tax, which was made possible by the passage of the Fordney-
1\.fcCurnber tariff law; this is a tax that everyone has to pay, 
and there is no tax expert or expert accountant that can tell 
you how to avoid paying this tax. 'l'his tax under the p1·t>sent 
Fordney-McCumber tariff law coRts the average workingmnn 
or farmer with a family of fh·e $159 annually, and we are told 
that this tariff law costs tJ1e farmers of our country $300,000,-

88, 000 23, 840 16, 300 1,~o 31. 63 20, 530 3, 310 13.88 
89, 000 24, 34-0 16, 590 7, 750 31. 84 21, 010 3,330 I 13. 68 000 annually, and the question that is uppermost in their minds 
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at the present time is "What is Congress going to do to relieve 
these di tre ·sed conditions that now surround the farming in­
dui;try throughout the United States," and in my opinion, Mr. 
Speaker and gentlemen of the House, this question can 
be answered in a great measure by this Congress by seeing 
that the farmers' taxes are reduced, transportation charges 
adju ted to a fair rate for services rendered, and, above all, do 
away with the present Fordney-McCumber tariff law; then the 
farmers of our country will be placed upon an equal basis with 
the rest of the business world and will enjoy an equal amollnt 
of prosperity with their fellowmen, to which they are justly 
entitled. 

It seems strange to me that the same big interests who ad­
vocated a high protective tariff for, as they stated, the farmers. 
laboring men, and small business men of our country, and who 
ha>e so miserably failed, should come back on the floor of this 
House and expect the l\lembers of this Congress to believe them 
when they say that a big reduction in surtaxes on the big in­
comes made by tile big interests can or will in any way benefit 
the farmers and small business men who are entitled to con­
sideration at the present time. 

~Ir. l\1ellon's ·plan proposes a reduction of $323,000,000, chiefly 
for the larger income-tax payers, while the Fordney-McCumber 
tariff bill put ornr by the same " big interests " who said that it 
would be the salvation of the farmers and save America, lays 
a tax upon the people conservatively placed at $4,000,000,000 .. 
You do not hear Mr. Mellon or "his intere ts" who largely 
benefit therefrom, either through the press or other organized 
channels, asking for the repeal or any modification of the extor­
tionate rates in the present tariff bill. Consumers of sugar, 
which includes farmers and wage earners, are paying a tax 
annually of $200,000,000 due to the duty under the Fordney­
McCumber bill. 

l\Ir. Mellon's concern known as the Aluminum Co. of America, 
according to reliable figures, as shown July 31, 1921, had accu­
mulated a surplus of $92,153,861 and bad earned during the 10 
years ending December 31, 1920, an average of $10,000,000 annu­
ally, after deduction for interest, taxes, depreciation, depletion, 
and so forth. 

The income tax is the one tax which, as a rule, can not be 
passed on to the consumer, while a tariff or sales tax, on the 
other hand, is paid in full and in even greater measure by the 
consumer by reason of pyramiding and profiteering. 

l\1r. Speaker and gentlemen of the House, I personally am in 
fa•or of and will support a program of income-tax reduction 
that will reduce the tax burden of the people of our country, 
but it must be fair and equal and devoid of favoritism. I will 
also support legislation in this session of Congress that will be 
in the interest of the farmers of our country so that they may 
be placed upon an equal basis with the rest of the business 
world and enjoy that to which they are justly entitled. 

Mr. COLLIER. Mr. Chairman, I yield 20 minutes to the 
gentleman from New York [Mr. GRIFFIN]. 

The CHAIRMAN. Tl1e gentleman from New York is recog­
nized for 20 minutes. 

~Ir. GRIFFIN. l\Ir. Chairman and gentlemen, the gentleman 
from Massachusetts [Mr. LucE] is deserving of our gratitude 
for his able clarification of the proposition that there is not very 
much of principle in either of the plans. I will concede that, as 
far as the Republican plan is concerned, but with respect to the 
Garner plan I wish to say that it has at least one principle 
uuderlying its structure, and that is, that no man, however great 
hi income, shall escape a fair share of responsibility in bearing 
tile burdens of his Government. 

It is pointed out that you can not tax that which can run 
away, intimating that the men of swollen fortunes, having in­
comes in excess of $100,000 per annum, might do as our German 
friend have done, Stinness and others, and take their wealth 
and invest it in other countries. I do not know how this may 
affect others. I do not see any indication of deep anxiety on 
anyone's countenance. It gives me no pang to learn that there 
is a pos ibility of that being done, because I believe the country 
would be well rid of every profiteer that is now in it. Let 
them go. Let them take wings a.long with their wealth. 

NO WAR PROJ!'ITS IN TIMJIS OF PEACJll. 

The President in his first message to Congress gave utter­
ance to the slogan, "No war taxes in times of peace." An 
excellent sentiment ; but it would have aroused more enthu­
siasm if he had framed it in accordance with the facts and 
boldly announced, "No war profits in times of peace." 

I do not charge the President or his party with responsibility 
for the prevalence of profiteering. Greed and avarice know 

·no party. Like cel'taio hirds, they lay their eggs in any 
nest-in youi·s and ill ours. Our duty is to drive them out. 

The only objection that I have to the President's slogan is 
that it implies and emphasizes a solicitude for the big taxpayer, 
who pays the surtaxes. It so happens, too, that the big tax­
payer, who pays the surtaxes, happens to be the profiteer who 
is keeping up war prices in times of peace. 

My solicitude is first of all for the 37,000,000 toilers in this 
land of ours who have not enough income to be able to make 
any income-tax returns whatever. In the next place, my sym­
pathy goes out to those whose meager incomes are further 
depleted by an income tax out of all proportion to the needs 
of the Nation. How about them, my friends, the great masses 
of the people who toil and struggle ceaselessly but who are 
never able to lay enough a.side to invest in anything except 
life insurance? How about them? Upon their backs there falls 
a tax-an indirect tax-heavier by far and greater in propor­
tion than anything paid by the coupon-cutting fraternity. 

THll COST OF GOVl.lRNllIENT, 

Look at these figures. The cost of government in the United 
States has reached a staggering figure: 
Local taxation----------------------------------- $2, 460, 000, 000 
State taxation------------------------------------ 1, 126,000,000 
Federal taxation---------------------------------- 4,903,000,000 

Total-------------------------------------- 8,489,000,000 
Assuming that each inhabitant of the United States pays his 

or her particular share, it means that every man, woman, and 
child in the country makes a contribution to the support of the 
Government of $77 per annum. 

But the fact is that this tremendous tax is shifted upon the 
backs of the ultimate consumers. Who are they? They are the 
people who do not make any income-tax returns. 

Their living is too precarious and their incomes too small to 
fall within the taxable class. But do not imagine that they 
a.re free from ·taxation. On the contrary, they are the real tax­
payers of the Nation; for, in accordance with an economic law 
as inexorable as the law of gravitation, the accumulated taxes 
paid by every other class falls ultimately upon the unprotected 
backs of the consumers. They pay their share and more of the 
burdens of government in every purchase and in every service 
they receive. They pay in the form of rent, light and fuel, 
clothing and household utensils, in their amusements, their 
transportation, and in the tools or implements of their trade 
or calling. 

There is hardly an item among those mentioned on which 
the ultimate consumer is not obliged to pay from 50 to 200 
per cent more than he had to pay in 1914. 

COST OF GO\ERNllENT NOT THE ONLY TAX. 

But that great increase in the cost of living does not repre­
sent or reflect only the $8,000,000,000 which goes to support the 
Government. It also insidiously hides $6,000.000,000 of unrea­
sonable profits exacted by unconscionable profiteers. 

This is the real question of the hour : How to- restore fair, 
reasonable prices and how to bring the depreciated American 
dollar up to its normal purchasing power? This problem seems 
to have been forgotten by the Secretary of the Treasury and 
his expert advisers. 

Wherein is the great submerged mass of our people to bene­
fit by the Mellon plan? I will show you what it does for them. 

The propaganda for the so-called Mellon tax reduction is 
a hollow mockery. It saves the man with a $1,000,000 income 
about $250,000 and it will save a man with a family of two, who 
earns an income of $4,000, just about $12.75 a year. Now, the 
effort is made to arouse the small salaried man to a high pitch 
of ardor o>er his insignificant share of the relief. Nothing is 
said, however, about reducing the high cost of living. No sug­
gestion is made that the indirect taxes which are gouged out of 
the public, not for the benefit of the public, but to enrich the 
trusts and the profiteers, shall be reduced. No hope is extended 
that the depreciated American dollar shall be restored to its 
normal value. 

HIGH TA.RIFF THE ROOT OF THE TROUBLE. 

The high tariff is at the root of the trouble. It has thrown 
a wall about the country to destroy all competition in the 
necessaries of life and the American producers are taking 
advantage of it to maintain unreasonable and unfair prices. 

This amounts to an indirect tax on the consumer, amounting · 
to an average of $60 per year on every man, woman, and 
child in the count£y. 

This is a tax that is inescapable. Neither the clerk, the 
farmer, the mechanic, the professional man, nor the laborer 
can shift it. They can not escape the burden through tax­
exempt securities or by issuing stock dividends. They must carry 
their burden alone, and there seems to be no cavalier among 
the press to plead their cause. The whole agitation is a 
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four-flushing game to delude and cheat the real sufferers from 
present economic conditions. 

Of course, it would be hopeless to expect the Republican 
Party to make an about-face upon a policy which is so settled 
in its platform, in its traditions, and in its history. So we 
are in the situation on this side of the aisle that we have 
got to take, for the relief of the American people, the best we 
can get. We do not expect they are going to come in here 
with a bill to put raw materials upon the free list or to 
reduce the tremendous burden of taxation due to the tariff. 
That is hopeless. But we are going to try, so far as we are 
able, to make those who have been gouging the American 
people pay back a slight proportion of their ill-gotten gains. 

Mr. MURPHY. Will the gentleman yield? 
l\lr. GRIFFIN. I yield to the gentleman. 
l\Ir. MURPHY. The gentleman has studied this tax bill 

and all the tax bills, I presume, that . are before Congress, 
and I am just interested to learn _what he thinks about the 
revenue -income from any bill that is now before the House 
and whether it will produce enough to take care of the ad­
ju ted compensation for the soldiers. 

l\fr. GRIFFIN. I do not believe either of them will, to be 
frank with you. So far as the bill that emanates from your 
.side of the House is concerned, I do not believe it was in­
tended to. 

Mr. l\lURPHY. I thank the gentleman for his frankness. 
Very few of the Members have been that frank. 

THE MELJ;QN PLAN. 

Mr. GRIFFIN. It is quite natural that those whom the 
Mellon plan profits in the way of substantial reductions in 
their taxes should welcome the proposal. The man whose 
income is $25,000 per annum will save about $1,100 in annual 
taxation, while those with larger incomes will benefit in an 
increasing ratio. For instance, the man whose income is four 
times $25,000, or $100,000, per year will save, not four times 
$1,100, but over nine time $1,100 or about $10,284 per annum. 
This is the chief difficulty with the Mellon plan. Its proposed 
reductions are not proportional but are augmented in an ever­
increasing ratio as the incomes of the more fortunate ones 
increa e. And that is true all along the line. 

To the man of small income the relief accorded by the Mellon 
plan is either absolutely nil or inconsequential. The man of a 
modest income of $4,000 per annum, with a wife and two chil­
dren to support, will save $12.75, but the man whose income is 
two and a half times as much will benefit, not two and a half 
times the amount of his more humble neighbor, but nineteen 
times as much. In short, the man with the $4,000 income is per­
mitted to save $12.75 per year while the $10,000 man is pre­
sented with $222 a year. 

According to the income-tax returns of 1921, the following 
returns were made of incomes in excess of $25,000 per annum : 

Returns. 

125,000 to $30,000--------------------------------------- 10,848 
30,000 to .40,000--------------------------------------- 12, 047 

. f.8:888 i~ ~80~880====================================== ~:~~i : 100,000 to $190,000------------------------------------- 1,267 

1

190.000 to $200,000------------------------------------- 450 
200;000 to $290,000------------------------------------- 205 
290,000 to $300,000------------------------------------- 84 
300,000 to $400,000------------------------------------- 98 
400,000 to ~1,000 ,000----------------------------------- 127 
1,000,000 and over-------------------------------------- 21 

Total--------------------------------------------- 39,915 
These seem to be the chief beneficiaries of this bill-about 

40,000 individuals out of 6,260,327 who filed returns. 
This is the fact that stands out conspicuously in this bill­

the comparatively few who are going to be materially benefited 
by its provisions. There are 39,915 people in the United States 
woo render returns showing an income above $25,000. Those 
39,915 people are the ones you intend to help by this bill. They 
are the chief beneficiaries and they are the " patriots " who are 
sounding the cymbals and stirring up the propaganda for the 
"Mellon plan." 

Here is a table showing the number of income-tax returns 
from $1,000 to $25,000 per annum : 
$1,000 to ~2,000----------------------------- 2, 440, 544 
$2,000 to $3,000--- ------- ------------------- 2, 222, 031 
$3,000 to $4,000- ---------------------------- 702, 991 

---- 5, 365, 566 
$4,000 to $5,000-------------------------------------- 364, 155 
$5,000 to $10,000- -------- ---------------------------- 833,247 
$10,000 to $19 ,000------~--------------~-------------- 80,014 
$19,000 to $20,000------------------------------------ 34,230 
$20,000 to $25,000- ----------------------------------- 18,100 

Total------------------------------------------ 829,746 

Total------------------------------------------ 6,195,312 

Please note that the bulk of the income-tax payers have be­
tween $1,000 and $4,000 per year. They number 5,365,566 in­
habitants of this fair land. They are the clerk, the mechanic, 
the teacher, the small tradesman, and the farmer. They are 
in large measure the ultimate consumer, who bas to pay $60 
for a $30 overcoat or suit of clothes, $15 for a $7 ton of coal, 
10 cents for a 5-cent loaf of bread, and 16 cents for an 8-cent 
quart of milk. 

"SAVINGS" UNDER THE MELLON PLAN. 

The following are the "savings" under the "l\Iellon plan." 
Let those who have been writing to me and to others boosting 
Mellon's plan please note "where they come in": 
Incomes of $1,000,000 will save ________________________ $251, 784. 00 
Incomes of $500,000 will save------------------------- 116, 784. 00 
Incomes of 1250,000 wm save_________________________ 49, 284. 00 
Incomes of lOOAOOO will save------------------------- 10, 284. 00 Incomes of 50,uOO will save_ _____________________ .____ 1, 944. 00 
Incomes of $:.!1,000 will save__________________________ 1, 107. 00 
Incomes of $20,000 will save__________________________ 747. 00 
Incomes of 15,000 will save__________________________ 469. 50 
Incomes of $10,000 will save__________________________ 222. 00 
Incomes of $5,000 will save___________________________ 29. 75 
Incomes of $4,000 will save___________________________ 12. 75 

It might also be interesting to know that there are a few 
"rare birds" having an income of $5,000,000 a year. Those few 
poor devils will only have a reduction of . 1,500,000 per annum. 
Surely we all ought to arouse ourselves from our lethargy and 
fight hard for the Mellon plan to help those poor suffering 
millionaires. Their plight is pathetic and stirs me to tears! 

THE SURTAX. 

The excess-profits tax and the surtax were devised to be a 
check on profiteering, but I haYe always maintained that to 
carry out their designed aim they should have been imposed in 
an increasing ratio as profits increased. 

Instead of that, the law has provided for a reduction of the 
tax ratio as profits were enhanced, thus encouraging profiteer­
ing. 

That error is continued and emphasized in this bill. For 
instance, the surtax begins at $10,000, and the rate is :fixed at 
1 per cent for each increase of $2,000 up to $36,000, then 1 per 
cent on the next $4,000 up to $40,000. 

When, however, a man begins to come within the millionaire 
cla s the rate of the tax is diminished to 1 per cent for each 
$6,000 until it reaches the maximum of 25 per cent on incomes 
of $100,000 per annum. Thus, for each $6,000 of unearned 
income received by the member of the coupon-cutting fraternity 
he is only called upon to pay $60 per annum, while if a man 
happens to be in the modest class between the $10,000 and 
$36,000 limits he is obliged to pay a $120 tax per annum for 
each $6,000 his income is enhanced. 

But when a man comes to be a real profiteer and draws an 
income in excess of $100,000 per annum, the hand of the law 
is released apparently with a benediction-not " Go, l>rother, 
and sin no more," but rather "Go, brother, and soak them as 
bard as you can." 

In short, I do not think that the $6,000 increment added to 
the income of the millionaire above $100,000 ought to receive 
any kindlier consideration than the modest $2,000 inerernent 
earned by the man of meager income. 

To carry this proposed plan into operation would amount to 
the exercise by Government of the most unjust and un-American 
discrimination and partiality. 

I would carry the principle of taxation of incomes impar­
tially through all the grades and through every level of the 
social or economic scale. In no other way can greed and 
avarice be curtailed and profiteering effectually checked. 

We should have no sympathy with a system of taxation that 
makes invidious and unjust distinctions between classes of tax­
payers and practically invites men to struggle for large profits 
because of the exemptions this vicious law allows and en­
courages. [Applause.] 

In short, each $6,000 of income above $100,000 per annum 
should pay a tax on each $2,000 increment the same as in-
comes between $10,000 and $36,000. · 

Mr. COLLIER. Mr. Chairman, I yield to the gentleman from 
Washington [l\Ir. HILL]. 

1\1.r. HILL of Washington. 1\Ir. Chairman, to the question of 
tax revision downward the country is alive and thoroughly 
aroused. Every taxpayer in the United States favors a reduc­
tion of taxes. The greatest tax burden impo ed by the Federal 
Government is that of the unconscionably .high tariff rates, 
which exact from the people about $4,000,000,000 a year, but of 
which amount a small percentage, or about 10 cents of every 
dollar so exacted, goes into the Federal Treasury and the bal- · 
ance thereof goes into the pockets of the tariff beneficiaries. 



1924. CONGRESSIONAL RECORD-HOUSE. 2705 
The tariff burden is incomparably greater than that of the 

tax on incomes. The tariff tax is invariably passed to and paid 
by tlle consumer and is essentially a consumption tax. Every­
one admits that a tax on net income is less capable of being 
passed on than any other tax except an inheritance tax. 

The tax on incomes was authorized by the adoption of an 
amendment to the Constitution after the Supreme Court had 
held such a tax invalid. It was the common people and not the 
mill ionaires who sponsored and forced the adoption of the 
income tax amendment. ~--ie millionaires have never favored 
and are not now friendly to this form of taxation, for the very 
obvious reason that it forces them to pay a tax which they find 
difficult, if not impossible, t:o pass on to some one else. 

Tlle revenue measure now being considered by Congress and 
known as the Mellon plan has nothing to do with the tariff or 
any relief from the staggering burden which the tariff imposes, 
but the Mellon plan is concerned mainly with the reduction of 
the income tax, and its primary feature is the proposed reduc­
tion of the tax on the incomes of millionaires. 

l\fr. l\fellon, the Secretary of the Treasury, is a multimillion­
aire and one of the wealthiest men of the country. It is appar­
ent that he is the big man in the present administration and 
dominates in the matter of its financial policy. It was largely 
through his influence that the last Congress repealed the excess­
profits tax and reduced the maximum surtax rate from 65 per 
cent to 50 per cent, whereby great wealth was relieved of taxes 
to the extent of about one-half billion of dollars a year. It was 
sought at that time to reduce the maximum surtax rate to 32 
per cent instead of 50 per cent, and now Mr. Mellon, in the 
interest of himself and other recipients of large incomes, is seek­
ing to cut the surtax rate in the middle and reduce the maximum 
surtax rate from 50 per cent to 25 per cent. This plan .would 
reduce the normal tax rate only 25 per cent. Under the l\Iellon 
plan incomes under $10,000 would pay no surtax, but such 
incomes in excess of $1,000 for single person and $2,000 for 
married person without dependents would pay normal tax only. 
About 97 per cent of the income-tax payers have incomes less 
than $10,000 and under the Mellon plan would receive a reduc­
tion of only 25 per cent on their income taxes, while under the 
same plan the other 3 per cent of income-tax payers would 
receive a reduction of 25 per cent on their normal tax and the 
additional reduction of 50 per cent in their surtax. 

In other words, the 3 per cent of income-tax payers whose 
incomes are above $10,000 a year would have a 50 per cent 
cut in surtax as against a 25 per cent cut in normal tax. It 
is readily seen that the l\Iellon plan is designed principally 
and primarily to relieve the tax burden on large incomes. 
But, through widespread and persistent propaganda instigated 
and effected in the interest of those receiving large il:comes, 
it has been sought to force the country to believe that the 
Mellon plan is the only plan for tax reduction, and that if the 
Mellon plan should be rejected or modified, that there could 
be no tax reduction. This is not true. There are two other 
plans offered. One by Mr. FREAR, a Republican, who says that 
" the recommended Mellon cut rates adopted by the committee 
give 25 per cent normal tax reduction to those most in need 
of relief and 50 per cent surtax reduction to less than 3 per 
cent of the total number of income-tax payers, or a 50 per cent 
reduction i~ given to those best able to pay and only 25 per cent 
to the great mass of the people." Mr. FREAR's plan proposes a 
50 per cent normal tax cut and no surtax cut. 

The operation of Mr. FREAR's plan is I>lainly set forth in 
his statement of his views published in the report of the 
Committee on Ways and Means on the pending revenue bill, 
in the following language: 

The substitute plan I have proposed gives a 50 pe- · cent tax cut 
to about 07 per cent of the millions of taxpayers, with a nominal tax 
cut to the remaining 3 per cent, who are owners of high incomes, 
whereas the Mellon plan, reported by the committee, gives only a 25 
per cent tax cut to the millions of small taxpayers and a 50 per cent 
cut to the remaining wealthy, less than 3 per cent. In other words, 
the substitute is a simple practical t~ cut for the great majority 
of needy people compared to the scientific Mellou plan that is of 
doubtful parentage and fashioned to relieve doubly those best able 
to pay. 

The proposed cut of 50 per cent in present normal tax rates I 
proposed would release from taxes nearly $200,000,000 annually. 
Tllis proposal would help business by enabling several m:lllon small 
taxpayers to increase their purchases of the necessities of life practi­
cally to fhat extent. On the other hand, release of a limited amount 
of capital to a comparatively small group of wealthy taxpayers by 
the 50 per cent surtax reduction urged by Secretary Mellon's bill 
iB of little, if any, business importance or public benefit. 
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l\fr. FREAB's plan would unquestionably operate to reduce 
taxes and such reduction would be in the interest of tile great 
masse~ of the people who are most in need of relief from heavy 
tax burdens. 

The other proposal for the reduction of taxes is the Demo­
cratic (Garner) plan. By this plan, it is proposed, first, to 
raise the amount of the tax-exempt income limit as follows: 
From $1,000 to $2,000 for single men and from $2,000 to $3,000 
for married men; second, to raise the minimum amount of in­
come on which surtax shall be collected from $10,000 to $12,000; 
third, to make the normal tax as follows : 2 per cent on net in­
come up to $5,000; 4 per cent on amount the net income exceeds 
$5,000, and does not exceed $8,000; and 6 per cent on amount of 
net income over $8,000; fourth, to reduce the maximum surtax 
rate from· GO per cent to 44 per cent with the surtax graduated 
from 1 per cent beginning with net income of $12,000 to 44 
per cent on net income of $92,000 and over; fifth, t he revision 
of tax on estates of decedents with provision for a gift t J.x to 
protect such source of revenue to the Treasury. 

The following excerpt taken from the Democratic minority 
statement published in the report of the Committee on Ways 
and Means on the pending revenue bill furnishes a succinct and 
general comparison of the practical operative effects of the 
Mellon plan and the Democratic plan : 

The rates in the proposed bill give a greater reduction to those per­
sons with large incomes than those of smaller incomes, whereas under 
the rates we will offer a greater reduction is given to those with small 
incomes than to those with large incomes. These are the essential and 
irreconcilable differences of the two p lans. 

This difference in principle of the two plans is well illustrated wbeii 
under the proposed bill, according to the Treasury es t imates, the taxes 
of 21 income-tax payers will be reduced $11.500,000 per annum, and 
fhat of 1,000,000 incomr-tax payers in the lower brackets will be re­
duced less than $4,000,000 per annum. To put it another way, the 
proposed (Mellon) rates will reduce the taxes of 21 income-tax payers 
three times as much as it will r educe the taxes of 1,000,000 income-tax 
payers, whereas under the Democratic plan we reduce tbe taxes of the 
21 income-tax payers, in round numbers. $6,000,000 and relieve entirely 
from income taxation more than 1 ,000,000 of tbe small income-tax pay­
ers. The proposed Mellon bill is drawn for the purpose of giving prin­
cipal relief to the large taxpayer, and our plan is based upon giving 
relief to all income-tax payers, but the larger percentage of relief fo 
the small taxpayer. 

The Democratic plan would also operate to reduce taxes, 
and such reduction would primarily be in the interest of the 
great masses of the people who need the relief. The Demo­
cratic plan goes further than the Mellon plan in the matter ot 
the repeal of excise and so-called nuisance taxes. 

Both the Frear plan and the Democratic plan would bring 
·reduction of taxes and relieve the tax burdens where they 
weigh heaviest. The propagandists for the l\Iellon bill do not 
call the attention of the country to either of these plans, but 
on the other hand seek to create the impression that tax reduc­
tion must come through the enactment j.nto law of the Mellon 
plan or not at all. 

The people will not be swept off their feet by the wealth-in­
spired propaganda for the l\Iellon plan. They know that l\1r. 
Mellon and his millionaire associates are not now, and have 
never been, enamored of legislation compelling the payment of 
tax on income, and especially a progressive tax on income 
under which a surtax in addition to a normal tax is imposed on 
large incomes. The voters of this country are awakening to 
the fact that if the common people are to retain their political 
and economic freedom, they must dictate the privileges, obli­
gations, and bp.rdens of government under which they shall 
live. They are entitled to a fair and just distribution of the 
tax burden. The Mellon plan does not effect this. Either the 
Democratic or Frear plan more nearly effects the desired 
pm.·pose. 

I shall vote for the Frear plan, in so far as it opposes reduee 
tion of surtax rates and with this exception, I shall favor the 
Democratic plan. 

I desire to further extend my remarks by appending hereto 
the following tables compiled by the Democratic members of 
the Ways and Means Committee and published in their state­
ment in the report of said committee on the pending revenue 
bill: -

Democratic surtax rates. 
Per cent: 

k : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : : s~~; ~s~:; ~ 
3 _ • • • • . • • • . • • • • • . • • • • • • • • • • • . • • • . • • • • • • . • • • . • • • . • • • • • • . • • • • • • • • • 16, ()()(}- 18, 000 

i:: :::::/:;::;> :;;;::: :::::: :: : ::: : :::: :: : ::: : :~ ::::: :::: ii ~: i 
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Democra;tic Burta:JJ rwtes-Contlnued. 
Per cent: 

8 .••.••• •••••••••• •••U•••••••••·-··•·••••••••••••~•••••••••••• $2fi,()(X)-$2B,()()() 
9 .•• • .• • • • • • • • • •.•• • • • • • •• • • 0 • • • • • • • • • • • • • o • • • 0 • • • •• • • •• o • • o • • • 0 28, {)(X)- 30 I 000 
10. •·••••••••••••••••·•••••·••••••·•••••·•··•••••••••••••••••••• 30,000- 32,000 
11. ···-··························-·········-··················· 32,000- 34,000 12. • • • • • • • • • . • • • • • . • • . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 34, ()()(}- 36, 000 
13. •• •• • • ••••• •• • • ••• • . •• •• • •••• ••• • • • •• •• • •• • ••••••••• ••••••• •• 36, ()()(}- 38, 000 
It.-··································--··-·-·····-·-·-~·-· 38,<XJO- 40,000 
I5. ·······························-·· ·······-········-········ 40,000- 42,000 
I6 ....... 0•••••······················-························· 42,()()(}- 44,000 
I7........... ••••• •• • • • • • • . ••• •• •• •• • •. • • • • • . • • •• •• •••• ••• • •• •• • 44, 000- 46, 000 
18 .• ·····-······-·····-···········-··········-···-····-·-····- 45,000- 48,000 
I9 ......••••• ·-· ••••••• - ••.••• -·. ·-. -- •.•.•.•••• ·-·... •• •• . • • • • 48, 000- w.ooo 
20 • • • • • • • • 0 • • • • • • • • • • 0 • • • • • • • • • 0 • • • 0 • • • • 0 •• • • 0 • 0 0 • • • • • • • • • • • 0 • 0 0 50 I ()(X)- 52, 00J 
21. . . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 02, ()()(}- 54, 000 

22. ···· - ···--···················-····--·······-··············- 54.,(J()(}- 56,000 23 .•.••.••••••••••••••••••••.•••••••••••. ---· •••••••••••• ·-····- 56, ()(X)- 58, 000 
24 ••.....• ···································-················· 58,000- 60,000 
25. • . . . • . . . • • . . • • • • • • • • • • • • . . • . • • • . . . • • • • • • • • • • • • • • • • • • . • • • • . • • • 60, (X)()- 61, 000 
26 ••....••.• ····························- ····-·-···-··-· ······· 61,<XJO- 62,000 
27 .......•••..••••••••• ·- •.•••••.••.••••••• - • • . • • • • • • • • •• • • • • • • • &2, 000- 63, 000 
28. ··········-·················································· 63,000- 64,000 !<9. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 64, 000- 65, 00() 
30 .•. ........•.. ·····-·················-···················-···· 65,000- 00,000 
31. •••••·•·•·•·· ·····································-········- 66,000- 6 ,000 
32 ........••.•..•..•••••••••.•••••••••••••.•••••••.•.•. -·..... •• 6S, (X)()- 70, 000 
33. •••••·••••••• •• •••••••••••••••••••••••••••••••••••••••••••••• 70,()()(}- 72,000 
34 .•••.• ·-· •••••.•.•• - · ••.•• ··-···· ..• -· •• - •••••••.• ••••••.•• - 72; 000- 74, ()()() 
35. - .•• - ••••••••••••••••••••••••••••••••• -·. -· ••••••••• -·...... 74, 000- 76, 000 
36 ••••••••••••••••••••••• ••••••••••••••••••••••••••••••••••••••• 76,000- 78,000 
37. . . . . • . . • . . • . • • • • • • . . . • • • • • • • • • • • • • • • • • • • • • • • • . • • • . • • • • • • • . • • • 78, ()()(}- so, 000 
38.............................................................. sa,ooo- 82.,000 
39. • . • • • • • • • • • • • • • • • • • . . . . . • . • • . . • • • • • • • • • • . . • • • • • • • • • . • . • . • • • . • 82, 000- 84, 000 
40. ••··••·••••·•••••••·······•••••••••••••··••••••••••·•·•··•••• 84,000- 86,000 

i: ::: ~:::::::::::~: :: :: ::: :::: :::::::::: :: ::::::: ::: ::::::::: ,,~i~Fl~ 
The following table which are based upon cakulations made 

by the 'l"'reasury Department, will illustrate the difference in 
the rates contained in the bill reported and the rates that will· 
be offered by the Democrats during the consideration of the bill 
1n the, House : 
Oomparative table showing the total talD payable by a married pe·rson 

t0ithout dependents u11det· the rates of t1le present law and under 
the suggested rates of the Meilo.n a11di Democratic plcms an.a the 
amount and vercmitaoe of reduction. under the above plans (basis of 
unearned income), 

Income. 

n,ooo 
2,000 
3,000 
~()()() 
o,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
I4,000 
15,000 
16,000 
17,000 
l ,000 
19,000 
20,000 
21, 000 
22,000 
23,000 
24,000 
25,000 
~.ooo 
'1:1,000 
28,000 
29,000 
30,000 
31,000 
32,000 
3.'3,000 
84, 000 
35,000 
36,000 
37,000 
38,.000 
39,000 
40,000 
41,000 
42,000' 
43,000 
4.4,000 
45,000 
.W,000 
47,000 
( ,000 
49,000 
50,000 
51,000 
52,000 
53,000 

Present Mellon reduc- age reduc- cratic Dollars Percent- I Demo-
law tax. plan tax. tion. tion. plan tax. 

Dollars 
reduc­
tion. I 

Percent-
agereduc­

ti on. 

· · · · · · iW. · · -· · · sii>" · · · · · · · i5 · · · · · 25: oo · · · · · · · · · · · · · · · · · i2o · · .. · ioo: oo 
60 45 I5 25.00 ··-····20· 40 66.67 

IOO m- 25 25. 00 40 60 60. 00 
I60 I2D 40 25. 00 ro . RO 50. 00 
250 180 70 23. 00 120 I30 52. 00 
340 240 100 29. 41 160 I80 52. 94. 
430 300 130 30. 23 22() 210 .s. 84 
520 360 160 30. 76 2ro 2<10 46. 15 
620 430 190 30. 64 340 2SO 45. 16 
720 500 220 30. 55 4.00 320 44. 44 
~ 580 250 30. 12 470 360 43. 37 
940 660 280 29. 78 540 4DO 42. 55 

1, 000 750 310 29. 24 620 4.40 41. 51 
1 J 180 - 840 34.0 28. 81 700 480 4.0. 68 
I, 310 940 370 28. 24 790 520 39. 00 
1, 440 1, 040 400 27. 77 880 560 38. 9 
1, 580 1, 150 430 'J:l. 21 980 600 37. 97 
1, 720 I, 260 460 26. 74 1, 080 6-4-0 37. 21 
I, 0 1, 3 0 500 26. 59 1, 190' 690 36. 70 
2 040 1, 500 Mn 26. 47 I, 300 740 36. Tl 
~ 210 I, 630 580 26. 24 1, 420 790 35. 75 
2, 380 I, 760 620 26. 05 I, 540 840 35. 29 
2, 560 1, 900 660 25. 78 1,670 890 34. 77 
2, 740 2, 040 700 25. M 1, 800 940 34. 31 
2 930 2, 190 740 25. 25 I, 940 909 33. 79 
a: 120 2, 340 780 2.5. 00 2, 080 I, 04.0 33. 33 
3, 320 2, 500 820 24. 69 2, 230 1, 090 32. 83 
3, 520 2, 660 800 24. 43 2, 380 1, 140 32. 39 
3, 730 2, 830 900 24. 12 2, 540 1, 190 31. 90 
3, 94.0 3, 000 940 23. 85 Z, 700 I, 240 31. 47 
4, 170 3, 180 990 23. 74 2, 70 1, 300 31. 18 
4, 400 3, 360 I, 040 23. 63 3, 04.0' 1, 360 30. 91 
4 630 3, 550 1, 080 23. 32 3, 220 1,410 30. 45 
4: 86(J 3, 74-0 1, 120 23. 0-t 3, 400 1, 460 30. 0-1 
5, 100 3, 94-0 I, 160 22. 74 3, 590 1, 510 29. 61 
5, 34.-0 4, 140 1, 200 22. 47 3', 780 1, 560 29. 21 
5,590 .. 340 1,250 22.36 3,980- 1,610 28.SO 
5, 840 .. 540 1, 300 22. 26 4, 180 1, 660 28. 42 
6 100 ' 575 1, 350 22. 13 4! 390 1, 710 28. 03 
6

1 
360 4' 960 1, 400 22. 01 4; 600 I, 760 Tl. 67 

6;630 5,110 I,460 22.02 4,820 1,810 27.30 
6, 900 5, 3SO 1, 520 22. 03 5, 010 1, 860 26. 96 
7,180 5,590 1,590 2'2.14 5,270 1,910 26.60 
7 460 5 800 1, 660 22. 25 5, 500 1, 960 26. 2'i 
7' 750 5' 020 1, 730' 22. 32 5, 74U 2, 010 25. 94 
s; oro a; 210 1, roa 22. 38 5, 98lJ 2, ooo 25. 62 
8, 340 Ii, 460 1~ 88lJ 22. 54 6, 23U 2, 110 25. 30 
8, MO 6, 680 1, 960 22. 68 6, 1~ 2, 160 25. 00 
8, 950 6, 900 z, 05U 22. 90 6, 74U 2, 210 24. 69 
9, 260 7, 120 z, 140 23. 11 '!., 000 2, 260 24. 41 
9, 580 7, 350 ~ 230' 23. 27 "f, 27ff 2, 310 2'1.11 

Oompat"atit;e ta~le shotoinn the totaZ. tam payable n11 a married perso1l 
without dependents,. ato.-Continued. 

Present Mellon Dollars Percent- Demo- Dollars Percent-
Income. law tax. plan tax. redu.c- a.gereduc- era tic reduo- ngereduc-

tion. tion. plan tax. tion. tion. 

----
$54,000 19-, 900 $7,580 ~.3~ 23.43 rr, 5-W !2,360 23. 84 
55,000 10.230 7,810 2,420 23.65 7,820 2,410 23. 56 
56,000 10;560 8, 04.0 2;re<> 23.86 8,100 2,460 23. ao-
Ol,000 m,900 8,270 2,630 24.12 8,390 2,510 23.03 
58,000 11, 2-l.O ~·~ 2, 7~ 24.37 S,6SO 2,fiOO 22. 78 
59, 000 ll,590 

~·~ 24. 59 8,9SO 2,610 22. 53 
60,000 11, 940 s'gso 24. 79 9,2SO ~660 22. 28 
61,000 I2,300 9;220. 3;oso 25."0.J. 9,590 ~,no 2'2.0a. 

~~ 12,600 9,460 3,200 25.28 9,910 2,750 21. 72 
I"l,030 9, 700 3,..330 25.55 10,240 2, 790 2L41 

64
1
000 13,400 9,940 3,400 25.82 10,5.:lO ?ss~ 21.04 

6s;ooo 13, 780 10; 190 3,590 26.05 10, 930 20.68 
66,000 14, 100 10, 4-10 3,720 26.27 ll, 290 i; 870 20,27 
67,000 14, 550 10,690 3, GO 26 •. ~ 11,660 2,890 19. 86 
68i 000 14, ~to 10, 910 4,000 26.n 12030 2,910 19. 48 
69,000 I5,34-0 11, 190 4 L50 27.05 12:410" ~·~ I9.10 
70 000 15, 740 11, 440 ~300 27.31 12, 790 18. 74 
71,000 i~· }lg 11, 700 4,4.SO 27.55 18, 180 2, 970 IS. 39 
72,00> 11, 960 ,, 4,600 Tl. 7 13,570 2,990 1 06 
73,000 16:980 12,220 4, 760 28.03 13,970 3,010 17. 73 
74,000 17,400 12,4SO 4,920 28. 28 14.,370 3,030 17 .41 
75 000 I7, 830 12, 74.0 5,000 28. 55 14, 780 3,050 11.11 
76:00QI k'~ 13, 000 5,260· 28. 1 I5, 190 3,070 11>. 81 

~~ 13, 270 5, 4.30 29.04. 15,610 3,000 16. 52 19'. 140 13,540 5,600 29. 26 16,030 3, uo 16. 25 
79,000 19,590 I3,810 5, 780 29.50 16, 460 3,130 15.gg ro,ooo 20,040 14,080 5,960 29. 74 16, ()() 3,!50 I5. 71 
81 000 20,.500 14 350 6,150 ao.oo I7,330 3,170 15.46 
82,000 20,960 14:620 6,340 30.25 17, 770 3,190 15.22 
&l,000 21, 430 14, 900 6,530 30.47 18,220 3,210 14.9 
84,000 ~900 15, l&l 6,.72) 30.68 18,670 3, 23(1 14. 75 
85,000 ~·Wo 15, 460 6 920 30.92 19, 130 3 250 I4.52 
86,000 15, 740 1:120 31.15 19, 500 3;210 I4. 30 
87, 000 23' 350 l&,020 7 330 31. 39 20,060 3, 290 14. 09 
88,000 23'. 84.0 16,300 1,540 31.63 20 530 3,310 13. 
89,000 24-, 340 I6,590 ~ 750 31.84 21;010 3,330 13. 68-
00,000 24., 840 16,880 ,960 32.04 21, 490 a 350 I3.49 
9I, 000 25,350 17,170 8,ISO 32.27 21, 980 3'.m 13. 29 
92,000 25, 860 I7, 460 8,400 32. 48 22, 470 3,390 13.11 
93,000 26,380 17, 750 8,630 32. 71 22,970 3,410 12.93' 
94,000 26,900 18,040 8,860 32.94 23,470 3, 430 12.75 
95,000 'n,430 1 ,340 9,090 33.14 23, 970 3,460 12.61 
96,000 27,.960 18, 640 9,320 33.33 24,.470 3,490 12.4 
97,000 28,500 IS, 940 9,560 33.54 24, 970 3,530 12.39 
98,000 29,040 19,2-10 9,800 33. 74 25, 470 3,570 12.29 
99,000 ~,500 I9,MO 10, 050 itJ.97 25,9'7() 3, 620 12. 23 

l00,000 30,HO I9, 84.() I0,300 34.17 26,470 3,670 12.18 

The following table giyes a comparative estimate of the effect 
on the revenue of the- proposed changes in the individual income 
tax law under the rates in the proposed (Mellon) bill, as also 
under the rates to be offered by the minority during the con­
sideration of the bill in the Honse. Th.ese estimates were pre­
pared by the Treasury Depar-tment and are as follows: 
Estimated effect upon the ret'enu.e of t116 propoaed. ehanga in th~ individual income ta'll 

law upon the oase of 1JJ21 returns. 

DEMOCRATIC PLAN. 

Number 
Loss in tax a compared 

with 1921 returns. 

lnrome-ta.x brackets P~J{)hax 1------,-----

rs~&: t!5~00i::::::: ~:::::::: .: : : : : : : : : : : : : 
$10,000 to $20,000 ••••••••••••••••••• ·······--

llli~-~-.j[.[~1--·~l~l~-~l · 

bracket. 

1, 138,626 
494, 512 
172,359 
58,ll5 
11,069 
2,~ 

535 
24.6 
84 
21 

Normal tax 
(loss). 

U35, 881, 730 
31, 917, 612 
3,250,059 
4,163, 26 
5,322, 532 
1, 92!.i,284 

706,2.52 
005,519 

1, 270, 4.91 
544,445 
46 ,636 

Surtax 
(loss). 

·i'i9; 01.t; in 
40,934, 915 
31,041, 554 

6,47'!1, 935 
6,2 J.,579 
4,402, 206 
5,650100.'i 
5,613,()g,1, 
4, 356,086 
5,966,654 

1--------+------r---~ 
Total loss •••••••• ········-·······-···. • ••••• •••••. 186, 257, 386 139, 803; 195 

MELI'..O~ PB.AN, 

Under 15,000 •.•• --··-···· -· ••••••••••. ·--· •• 

il&i1~~fsg~:: :: : : : : : : : : :: : : : : : : : : : : :::~ 
S50,000 to $100,000 .• ·····················-··· 

li[f ~~i~~:~~:~~~~~: ~~- ~~~-: 

3,589,985 
525,606 
172,359 

58,115 
11, 069 
2,~~ 

535 
246 
84 
21 

$50, 172, 577 
15,435,300 
1, 750, 702 
2,TI ,Hl 
4,366, 85.3 

l,~~:~ 
430, 510 
350, !)<IQ 
m,t.72 
124,663 

· !29;01;: in 
31,001,1~ 
30,4!17,417 
34,423, 112 
20,539, 1 ~ 
11,372,454 
12,.359, 386 

.11,22u, ws 
S,494,3h6 

ll,3ti.t,807 
1------1~-----t---~ 

Total loss .. ··~···~········-··--······--- -···· ·---- 77,0H,85-1 200,352,243 
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The following table shows how the income rates in the 

proposed bill affect individuals in the various States of the 
Union in comparison with the rates to be offered by the Demo­
crats during consideration of the same in the House: 

BENEFICIARIES OF THE DEMOCRATIC TAX-REDUCTION PLAN AND OF THE 
MELLON PLAN BY STATES (COMPARATIVE TABLE). 

The following table of the number of persons making income­
tax returns in 1921 is compiled from the official figures of the 
Treasury Department contained in the annual report of the 
Commissioner of Internal Revenue for 1921. 

It shows the ·total number of persons making income-tax re­
turns in each State, and the number benefited more by the 
Democratic (Garner) plan than by the Mellon plan, and the 
number benefited more by the Mellon plan than by the Demo­
cratic (Garner) plan in each State. The totals show-

Democratic plan gives greater benefits than the Mellon plan 
to 6,641,262. 

The Mellon plan gives greater benefits than the Democratic 
plan to 9,433. 

I11come-ta;i; -rett1Nis by States. 

State. 

Alabama .............••••...•..........•...... 
Arizona .. _ ............... ·- .................. . 
Arkansas_ ..............•...................... 
California ..•....•.•...•..............•........ 
Colorado ..............••...................... 
Connecticut ...................•........•....•. 
Delaware. _ .................................. . 
District of Columbia ......................... . 
Florida ...................................... . 

!~~~::::::::::::::: ::: : : : : : : :: :: : :: : : : : : : : : 
Indiana ............................•.......... 
Iowa .. .....•............... ·-················· 
Kansas ...............................•........ 

~~t;t~irr:: :: : : : : : ::: : : ::: : :: :: : : :: : : ::::::::: 
:Maine ........................................ . 
:Maryland .................................... . 
1tfassachusetts .............•................... 
Michigan ..................................... . 
Minnesota .................................... . 

~t~~~~.i::: :: : : : : : : : : :: : :: : : :: : :: ::: : : : :: :: : 
Montana .........•...•...............•........ 
Nebraska .................................... . 
Nevada ...................................... . 
New Hampshire ............................. . 
New Jersey .................................. . 
New Mexico ............••............•........ 
New York ................................... . 
N ortb Carolina ........•....................... 
North Dakota ................................ . 
Ohio ..................•...•.........•......... 
Oklahoma .................................... . 
Orrgon ....................................... . 

Kt~i~=::::::::::::::::::::::::::::::::: 
South Carolina ............................... . 
South Dakota ................................ . 
Tennessee .................................... . 
Texas_ ....................................... . 
Utah .. . ......•................................ 

~tr~~~:::::::::::::::::::::::::::::::::::::: 
Washington 1 .••••••••••••••••••••••••••••••.•• 

;r:Jo~~~::::::::::::::::::::::::::::::·::: 
Wyoming .................................... . 

Total 
number 
making 

income-tax 
returns. 

43,009 
18, 477 
33,830 

~;~~ 
123,269 
15, 889 
89, 966 
42,249 
67, 719 
22, 976 

611, 558 
150,300 
111,483 
88, 785 
69,496 
67,960 
44,397 

112, 963 
388,442 
250, 147 
124,501 
. 25,614 
172, 519 
36, 907 
71 853 
9: 719 

32,410 
269,096 
11, 780 

1,066,637 
44, 161 
18,440 

367,096 
69,381 
62,804 

621, 103 
48,057 
25, 160 
21,681 
60,949 

200,188 
26,128 
17, 746 
76, 257 

115,688 
75,277 

148, 457 
22,413 

Number 
benefited 
more by 
Mellon 
plan. 

35 
1 

10 
435 
40 

173 
17 

102 
28 
48 
3 

857 
86 
42 
16 
45 
50 
42 

176 
749 
264 
131 

9 
169 

5 
22 
3 

24 
404 

3 
3,001 

52 
2 

539 
32 
28 

1,218 
138 

11 
1 

31 
104 

4 
14 
32 
30 
63 

108 
6 

Number 
benefited 
more by 
Demo­
cratic 

(Gamer) 
plan. 

42, 974 
18,476 
33,820 

385,647 
69,636 

123,096 
15,872 
89,864 
42,221 
67,671 
22, 973 

610, 701 
150,214 
111, 441 
88, 769 
69,451 
67,910 
44 355 
11~787 
38t,693 
249,883 
124,370 
25,605 

172,350 
36,902 
71, 831 
9, 716 

32,386 
268,692 
11, 777 

1,063,606 
44,109 
18,438 

366,557 
69,349 
62, 776 

619,885 
47, 919 
25, 149 
21,680 
60,918 

200,084 
26,124 
17, 732 
76,225 

115,658 
75, 214 

14 ,349 
22,407 

cient to maintain and educate his family and is seldom able to 
lay aside any surplus. Besides, he is already paying just as 
great taxes in the way of tariff taxes as does the rich man 
though he is hardly able to do so by reason of the high cost 
of everything occasioned by the Fordney-1\IcCumber high tariff 
bill. The truth is these taxes which we are reducing apply 
only to those who have sufficient to pay an income tax, but 
the little fellow who has not sufficient to compel him to pay 
an income tax is receiv'ing no relief, because the high tariff 
bill is not being considered al}.d no relief therefrom is afforded, 
and yet this very Fordney-McCumber bill is taxing the people 
of our country, both rich and poor alike, to the tune of 
$3,000,000,000 each year and on sugar alone in the sum of 
$200,000,000. A revision of this tax would occasion relief not 
only to those able to pay an income tax but to the little fellow 
upon whom it bears so harshly. 

As has been well said in the minority views of the report-
The minority are of opinion that the smaller taxpayers should tor 

the present have their exemptions raJsed from $1,000 and $2,000 to 
$2,000 and $3,000, respectively, according to whether a taxpayer is a 
single person or the head of a family or married. This view is 
based upon the factg that during the past few y.ears State and local 
taxes have been doubled und trebled, and that under our general 
property tax laws in the States the medium and smaller property 
owners have little intangible p.roperty, with the result that their 
tangible property is exposed to tax assessors and assessed for taxes 
in a far greater proportion than . the property of larger owners, the 
intangible portion ot which is chiefly concealed, and so evades most 
State and local taxation. 

The second ground is that the present unusually high tariff law 
which has resulted in notoriously high prices as to many or most 
staple articles of common use falls most heavily on those same 
smaller incGme-tax payers, while a large clas~ of the big taxpayers 
receive those special tariff benefits and other special governmental 
benefits. 

Returning to the bill before us, I find that in the State of 
Maryland where 112,787 persons make tax returns, all tax­
payers thereunder receive greater relief under the Democratic 
plan with the exception of 176 of the rich who receive greater 
relief under the Mellon plan. Astounding as it may sound, out 
of 6,650,695 persons making returns in the whole country all 
taxpayers receive greater relief under the Democratic plan 
than under the Menon plan with the exception of 9,433 who 
ha-ve very large incomes and receive greater relief under the 
Mellon plan. As an illustration of this, I insert the following 
table: 

In.come-tax returns by States. 

State. 

.Alabama ..................................... . 
Arizona ............•...•......•..••...•.•..... 
.Arkansas ..................................... . 
California ..........•................•......... 
Colorado .....•... , ........................... . 
Connecticut ......................•............ 
Delaware ..................................... . 
District of Columbia ......................... . 
Florida ..............•......................... 
Georgia ...........•....•••...........•.•...... 

~iiS: :: : : : : : : : :: ::: : : : : :: : : : ::: : : : : : : : : : : : : : 

Total 
number 
making 

income-t.ax 
returns. 

43,009 
18,477 
33,830 

386,082 
69,676 

123, 269 
15,889 
89, 966 
42 249' 
61, 719 
22, 976 

611,558 
150,300 

Ntunber 
benefited 
more by 
Mellon 
plan. 

35 
1 

10 
435 
40 

173 
17 

102 
28 
48 
3 

857 
86 
42 

Number 
benefite.d 
more by 
Demo­
cratic 

(Garner) 
plan. 

4'.? 97-i 
18:47d 
33,820 

385,6-17 
69,636 

123,09fi 
15, 872 
89,86:1 
42, 22L 
67,671 
22,973 

610, 701 
150, 214 

1~----1------1----~ 

Indiana ................................•...... · 
Iowa .................................•........ 

Total.................................... 6,650,695 9,4.331 6,641,262 Kansas ....................................... . 

-----------------'--------------'----- l:~i'ii;=::::::::::::::::::::::::::::::::::::: 

111,483 111, 441 
88, 785 16 88, 769 
69, 493 45 69, 451 
f57,960 

1 Includes Alaska. Maine ........................................ . 

Mr. COLLIER. Mr. Chairman, I yield to the gentleman ~!~~~g~tis::::::::::::::::::::::::::::::::: 
from Maryland [l\Ir. LI THICUM] such time as he may desire. Michigan .................................•.... 

Mr. LINTHICUJ\I. Mr. Chairman, I announced through the Minnesota.············· .. ····················· 
press when tax ·reduction was first brought to the attention of ~~;~~f-~~:::::::::::::::::::::::::::::::::::: 
the public that I was heartily in favor of a very substantial tax Montana ........••...... .. ... ..... ............ 

reduction and would favor that which gave the greatest' relief ~:~~~~·.:::::::::::::::::::::::::::::::::::: 
to the small taxpayer and yet a substantial relief to the large New Hampshire ............................. . 
taxpayer. I have given both the Mellon, or Republican, plan I ~aw Jers~y · ·· ································ 
and the Garner, or Democratic, plan very serious consideration, ~:~~~;~~~·:::::::::::::::::::::::::::::::::: 
have listened to the debates on the floor of this House, ha-ve read NorthCarolina ............................... . 
considerable of the hearings, and ai;n convinced that the Demo- No~th Dakota ...... ················· .. ········ 
cratic Ian best meets my views in that it gives the greatest Ohio.········································· P Oklahoma .................................... . 

· relief to those who need it most. Oregon ...... ........... .. .................... . 
Why should not the small taxpayer receive the greater relief Pennsylvania ................................ . 

as is provided under the Democratic plan. He has just suffi- ~!i~e c~~~a::::::::::::::::::::::::::::::: :1 

4!,397 
1I2, 963 
388, 442 
2.;o, 147 
124, 501 

25, 614 
172, 519 
36,907 
71, 853 
9, 719 

32,410 
269, 096 
11, 780 

1,066,637 
44,161 
18, 440 

367,096 
69,381 
62,804 

621, 103 
48,057 
25, 160 

50 67, 910 
42 44, 355 

176 112, 787 
749 387,693 
264 249, 883 
131 124, 370 

9 25,605 
169 172,350 

5 36,902 
2'2 71,831 
3 9, 716 

24 32,386 
4()-1 268,692 

3 ll, 777 
3,031 1,063,606 

52 44, 109 
2 18,438 

539 366,557 
32 69,349 
28 62, 776 

1,218 619,885 
138 47, 919 
11 25, 149 

~ 
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Incomc-taa: ret1wns by Btates--Oontinued. 

State. 

Total 
number 
making 

income-tax 
returns. 

South Dakota- ..•. _........................... 21, 681 
Tennessee .........•.•..•••••••.••.•.••••••.• : • 60, 949 
Texas......................................... 200, 188 
Utah.......................................... 26, 12 

~~~~~~:::: :: : : : : : : : :: : : : : :~: :: : :::: :: ::: ::: : ~~: ;~ 

~~J!!r?~-:::: :: ::: : : : : : : : : :: :: : : : ::: : : :::: ~il: !~ 
"\Vyoming.... ••• ••• • . ••• • . • •• • . ••• . •• . • . . • •••• 22, 413 

Number 
benefited 
more by 
Mellon 
plan. 

1 
31 

104 
4 

14 
32 
30 
63 

108 
6 

Number 
benefited 
more by 
Demo­
cratic 

(Garner) 
plan. 

21,680 
00,918 

200,0M 
26, 124 
17, 732 
76,225 

115,658 
75,214 

148,349 
22,407 

1~~~~-1-~~~-1-~~~-

Total.................................... 6, 650, 695 9,443 6,641,262 

llD.cludes Alaska. 

Under the ~1ellon plan the man with an income of $5,000 
receives a redu<!tien of 25 per cent, while the man with an 
Income of $200,000 receives 39.12 per cent, whereas under the 
Democratic plan the man with $5,000 income would receive a 
reduction of 60 per cent, while the man with $200,000 income 
would receive 11.78 per cent reduction. I mention these items 
because as the bill is systematized this reduction will be pro­
portionate in all incomes. Again, a person with a million-dol­
lar income would under the Mellon plan receive a reduction 
of $251,784, while 200 heads of families, each having an income 
of $5,000, total $1,000,000, would receive a redu<!tion of $5,950, 
and 400 beads of families with incomes of $2,500 each, total 
$1,000,000, would receive no reduction. 

As further explanation of these reductions under the differ­
ent plans, I insert the following table: 
~l'ablc shoioing comparat£vc tae and per cent of reductions under the 
M~Zlon pla1l and the Dem,ocr~tic plan as compared with ea:i.sting law. 

Income. 

S5,000 .••••••••••••••••••••.• 
Sl0,000 .•••••••.•..•••••••••• 
$20,000 ••••.••••••.••••••••.. 
130,000 .• ••·•··••••·•·••••••• 
$40,000 •••••••••••••••••••••. 
50,000 •• ····-··············· 

S00,000 ..•••••••••••••••••.•. 
$70,000 ••••••••.•••••.••••... 
.. ,()IY) •••••••••••••••••••••• 
$90,000 ..••••••••••••••••••.• 
$100,000 .••••..••.••.•.••••.• 
$200,000 .• - •• - •••.•••••••••.. 

Amount of tax under-

Present 
law. 

$100.00 
520.00 

1, 720.00 
3, 520. 00 
5,fl40.00 
8,M0.00 

11, 940.00 
15, 740. 00 
20,040.00 
24, 840. 00 
30, 140. 00 
86,640.00 

Mellon 
plan. 

fl5.00 
360.00 

1,260. 00 
2,660.00 
4, 540.00 
6,680. 00 
8, 980. 00 

11,640.00 
14,080. 00 
16,880. 00 
19, 940. 00 
52, 740.00 

Demo­
cratic 
plan. 

$40.00 
240.0:> 

1, 04-0. 00 
2,340. 00 
•, 140. 00 
6, 440. 00 
9, 240.00 

12, 750. 00 
16,850. ()() 
21, 450.00 
26, 430. 00 
76, 430.00 

Per cent reduction 
under-

Mellon 
plan. 

Per cent. 
25.00 
30. 76 
26. 74 
24. 43 
22. 26 
22.ti8 
24. 79 
26.04 
29. 74 
32.04 
33. 84 
39.12 

Demo­
cratic 
plan. 

Per crn.t. 
60.00 
63.84 
39.53 
30.68 
29.10 
25.46 
22.61 
18. 99 
15. 91 
13.64 
12.30 
11. 78 

'Vhen we realize that less than two years ago there was a 
revision of the revenue act, at which time the excess-profits 
tax was stricken from the tax Hst, which action alone relieved 
the big interests of a ta::: burden of $450,000,000; in fact, it 
relieved all interests, but I mention the big interests particu­
larly, because they paid almost the whole of that tax. In the 
same act a reduction in the surtax was made from 65 per cent 
to 50 per cent, which : mounterl to .a reduction of $90,000,000, 
or a total of $540,000,000, and in this Democratic plan we are 
further reducing the maximum surtax from 50 per cent to 44 
per cent, or a total reduction in surtru:: of 21 per cent in less 
than two years. Has not tbe big taxpayer had his share of 
reduction and is it not high time that the little taxpayer should 
be favored? 

It is well to remember that during the war the large cor­
porations of the country, according to the record, profited to 
the extent of some 30,000,000,000 after paying excess-profits 
tax, and about $19,000,000 of which was made by 1,-000 cor­
porations, in many of which it is said that l\Ir. l\Iellon domi­
nates. Ah, but say the l'ilellonites, this Democratic plan will 
create a deficiency in W27 of $300,000,000, but it is generally 
agreed that during 1924 t 1

·1::: Democratic plan will produce 
about $100,000,000 more than the Mellon plan. Certainly no 
one can determine what wm take place in 1927. It will all 
depend upon the state of prosperity in the country ; besides, it 
was this srune Treasury Department which in 1923 in order 
to defeat the bonus said there woul"<i be a deficit for that year 
of $300,000,000, while it is now shown that instead of there 

being a deficit tl1ere ls a surplus of $320,000,0QO-a slight dif­
ference of $G20,000,000 in estimating. 

Senator CouZENs, of l\lichigan, in his speech on the Senate 
floor January 21, 1924, said: 

More dishonest statements, misstatements, if not absolute falsehoods, 
have been handed out at the . Treasury Department of the United 
States for the purpose of misleading the public than ever were issued 
by a public department in my recollection of Government. 

If, however. it should become apparent there would be a 
deficiency in 1927, certainly it will be within the province of 
Con~ss to _mak~ such slight revision a may be neces ury to 
prov1de agarnst such contingency. The Democratic plan re­
lieves a million people who now make returns but pay no taxes 
because of deductions from the necessity of :makin"' the e re­
turns, thereby saving the expense of hundreds of J°ob huidcrs 
from the enormous work of examining these returns from 
which no revenue is received. 
. I ~ quite _satisfied that if the Democratic plan is adopted 
1t will so relieve the burden of taxation, which to-day re ts 
so h«=:avily upon the small taxpayer, and will largely relieve 
the big taxpayer, that it will be reflected in the increased pros­
perity and progress of the country, and I sincerely hope will 
reduce the cost of living. This Democratic plan is my pcef r­
ence and I shall strive strenuously for its adoption; but if it 
should fail, I am still for tax reduction under such plan as 
will give relief to the greatest number and thereby lift some­
what the burden of taxation from the shoulders of our people. 
[Applause.] 

The CHAIRl\fA."N". The Chair will state that the division 
of time is as follows: The gentleman from Iowa [l\Ir. GREEN] 
has 22 minutes and the gentleman from Mississippi [Mr. 
CoLLIER] has 13 minutes. 

Mr. COLLIER. Mr. Chairman, I yi-eld eight minutes to the 
gentleman from 1\Iinnesota [1\Ir. WEFALD]. 

Mr. WEF ALD. Mr. Chairman, I hold the unique distinction 
of not being a member of either one of the two major parties 
in this body. I asked for permission to speak at this time 
because my name was mentioned on Saturday. A discussion 
was raging on this floor between the Democratic Party and the 
Republican Party a to which party had been pla,ying their 
cards mostly in the open. The Republicans were taunting the 
Democr8:ts with the fact that the Democratic Party had cau­
cused upon this very important proposition that is now !:>efore 
the House. The genial gentleman from Texas [Mr. BLANTON] 
called attention to the fact that while the Democrats had 
caucused upon this proposition, it had been in the open, and 
then be went so far as to say that the doors had not been 
locked. Tbe gentleman from Texas cited myself as Exhibit 
No. 1 to prove his contention that there was nothing secret 
about the Democratic caucus, and he said in that connection 
that I had been denied the privilege of sitting and listening in 
on the Republican caucus. I speak now because all of you 
have spoken more or less for home oonsumption, and I shall 
have to say just a word or two with that end in -view. [Laugh­
ter and applause.] 

I am not tied to either the Republican plan or the Democratic 
plan. I am here to cast my vote for such a plan as I conceive 
will be for the greate t benefit to the American people and, if I 
can, cast my vote so that we can do justice to the ex-service 
ma.n whom both major parties, and in fact all political parties 
in this land, have promised they are going to do justice to. 
I did sit and listen in on the Democratic caucus. I did not ask 
permission. I was invited to see the inner workings of the 
party macbinery. I did not take part in their discu sion, ::tnd 
I am certainly not bound. I perhaps could have listened in on 
the Republican caucus, but ·1 would have been in the position 
that Peer Gynt was when he came to the hall of the mountain 
king. When he looked upon everything around him it did not 
look to him as it looked to the rest of them; but the mountain 
king came to him and said, " I am going to perform just a 
slight operation on your eye, and when that operation is per­
formed you will see things the same way that we see tllem." 
I take it that all of you gentlemen here are familiar with Peer 
Gynt. If you are not, I ask that you make yourselves familiar 
with that great drama. 

I was afraid that the Democrats would want to slit my eye 
so I would see things as they do, but they were kind and cour­
teous and nev-er imposed a single condition but that I should 
enjoy myself. And I did enjoy it. It seemed a great council of 
war, harmonious and dignified. 

There is no mountain king slit in my eye, and I do not fook 
upon the Mellon plan as the Republicans do. Neither have I 
the Democratic slit in my eye, and I do not look upon their 
plan as they do. The gentleman from Texas in calling atten~ 
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tion to the fact that I was at the Democratic caucus took occa­
sion to .say that my politics were not his politics. Then with a 
very graceful flourish of his band he waved toward the gen­
tleman from Wisconsin [l\Ir. BERGER] and he said, "When it 
comes to choosing between different brands of socialism, I want 
we real article for myself." [Laughter.] Well, he is entitled 
to that. I want to say right here that I do not know if I 
am a Socialist. I think I am an old-fashioned Lincoln Repub­
lican. If I am not an old-fashioned Lincoln Republican, I am 
a William Jennings Bryan Democrat. [Laughter.] And if I 
am not that, if I am going to say that I am up to date, I am a 
La Ii'ollette Republican, and that comes as near the Farmer­
Labor Party of Minoesota as anyone can come. That l run 
proud of. 

Now, I have worked out a good ~eech here, but I am not 
going to be able to give you the benefit of the whole speecl:\. 
I am going to :r:.ead such portions of it as I am able to read in 
the time allotted to me. .But upon this question of the Demo­
crats having a caucus and the Republicans not having a caucus, 
I want to discuss that for a brief moment. 

The Democrats are in a strategic position ; on the vote on 
the revenue bill now before us more than on any other vote 
cast in this session will depend the winning of the )lext elec­
tion, if they win it. On this matter they caucused, and wisely 
so. I know of no important battle of modern times when the 
success.t:ul general did not call his council of war together for 
discussion before he went into it. If this bill is lost for tlle 
Republicans, it is not Chairman GREEN'S fault; it is not the 
Republicans in the progressive group that will have the blame 
for it. I know, because I know what the insurgeut Repub­
licans were wiHiug to sacrifice for the sake of saving the 
Republican Party. 

They were willing to accept a compromise of 40 per cent on 
the surtaxes, the normal taxes cut 50 per cent ; even my inde­
pendent colleague from Minnesota and myself· were at the time 
the propositions were discussed willing to support that. With 
us two it was not a questiou of saving the Republican Party, 
but it was showing our respect for and our faith in the Re­
publican members of that staunch little band of patriots known 
as insurgents that bas had to endure the jibes of both regular 
Repuulicans and regular Democrats, but which, nevertheless, 
is writing the history of this very important session of the 
House of Representatives. 

':rhese men are not fools. They knew there was ·Some risk 
connected with agreeing to standing for a rate of 40 per cent 
surtax after having proposed a rate of 50 per cent Jl.Ild •the 
Democratic rate standing between the two rates. I knew that 
tllere was some xisk in agreeing to such a compromise for 
msself, .but I full well .knew how much one lone warrior can 
expect to accomplish. Even Hector could not capture Troy 
alone. I felt I owed much to these insurgent Republicans who 
opened the doors of their council hall for me and gave me a 
borne of refuge when I might otherwise have perished on the 
burning sands of the desert that separates the Republican and 
Democratic .Parties. 

nut now the time for compromise is past. l\Ir. FREAR can 
not alter what he said tl1e other day in that splendid tax speech 
and Mr. NELSON can not stultify that splendid leadership he 
has hitherto shown by capitulating now. 

In order to win, the regular Republicans must capture the 
insurgent citadel. I predict that that will be a siege like the 
siege of Troy. iI am sure that they can not do it with the 
wooden h()rse they are now building. We are not going to pull 
it inside our fortifications, for we have no way of knowing 
wl1a t is inside of it. The old guard is building a wooden horse 
of a compromise, some say 32, 35, or 37! per cent surtax, but 
we clo not ~ven know what that will bring. The schedules can 
be arranged so that 37; per cent would be better yet for the 
forces that have written the Mellon plan than would the pres­
ent plan of 25 per cent. 

The .strategy and the wbole campaign for the Mellon plan 
looks as if it ,h.as been mapped out by -sophomores in high schools. 
In fact, the Whole Republican policy savors much of this. What 
sen ·e is there, for instance, in saying that we do not believe in 
paying war taxe in times of peace, when the war saddled on 
us the enormous debt load, and we have not yet begun to settle 
the debt of honor we owe the men who fought the war, when 
profiteering is worse now than in the days of the war? 

'Yhat sense is there in demanding that tax-e~empt securities 
be done away with, in order that money may be released to go 
into productive channels of 'business, when there is more 
money in the country than ean be profitably employed, when 
a foreign loan like the Japanese is nearly doubly subscribed in 
a week? Who else would undertake to say that 25 is more 
than 44 or 50? 

Freshmen in high school would not do such a foolish thing ; 
only sopllisticated .sophomores, acting without the class adviser, 
would undertake to make the freshmen say that 25 equals 44 or 
50, or make them wear the green caps that we are promised we 
will have to wear should we not fall in line. 

If the Republican Members in this House have not caucused, 
as the distinguished floor leader so vehemently asserts that tbey 
have not done, they are indeed in a poor shape to go into a win­
niug fight on this very important proposition. 

And we have hanging over us a threat of a presidential veto 
if any other plan than the Mellon plan is enacted into law by 
Congress. 

Some one here in the House. high in the councils of the Re~ 
publican Party, will soon have to make a sad Jonrney to the 
White House and the Treasury building and .report with down­
cast head that they finally did lead the horse to water but that 
they could not make it drink. 

When, on I.Jncoln's birthday, I listened to the splended ad­
dresses and heard Lincoln discussed as the man of common 
sen e, I took notice Of a sentence that reads thus : 

Now, it ls popular to make your announcement without consulting 
the wishes, or even the desires, or your best friends. 

How does that sentiment fit the pxesent situation? Is not that 
what the ad.ministration leaders have done relative to this 
revenue bill? According to the confessions of the majority 
floor leadeJ;, not even the House Republicans, the best friends of 
the :Mellon plan, have been consulted about it, but they are or­
dereq to :wallow it whole. And as I think of Lillcoln, as I see 
him w~th roy mind's eye, such as my father in my early child­
hood across the ocean pictured him to me, tall and gaunt but 
strong and kindly, loaded with sorrows and seared with care. 
hoping, pleading, praying, speaking soft words to everybody. 
aud relieving the nervous strain with homely humor, I wonder 
what he would have said of little fellows who go around with 
chips on their shoulders and say to Congress, " You knock tb..at 
of! and you will see what will happen to .you." 

Right here and to-day, I think, is a good time to quote from 
one of Lincoln's messages to Congress where he speaks of the 
danger of the concentration of wealth in the hands of a few. 
He says: 

Monarchy itself is sometimes hinted at as a possible refuge from 
the power of the people. In my present position I could scarcely 
be jw:itified were I to omit raising a warning voice against approach­
ing despotism. There ls one point to which I ask a brief attention. 
It js the effort to place capital on an equal footing with, if not above, 
labor in the structure of government. Let them beware of surrender­
ing a poUtical power wbiich they already have, and which it sunendered 
will surely be used to close the door of advancement against such as 
they, and fix new disabilities and burdens upon them till all liberty 
shall be lost. 

No such preposterous proposition has ever been put up to 
Congress before as the Mellon tax bill accompanied with the 
threat that not an '' i" must be dotted or a "t" crossed, but 
it must be enacted as it is written. Its nearest friends must 
not even get together quietly in caucus and talk about it. 
If this goes through, the House of Representatiles will .for­
ever have sunk to the level of the Cor:tes of Spain under 
Reviera, or the Parliamen,t of Italy under Mussolini. 

·we are ordered to take it or leave it. We are told it is 
scientific, but we are not shown how. But even if it were 
scientific, which I deny (science is truth), this plan is a lie 
so far as doing justice to all the people is concerned. It has 
no place here ; for under our Constitution and the precedents 
of the House, we, the Representatives of the people, shall work 
out our tax bills and never before has anybody had the nerve 
to claim that any tax bill was scientific. We are here to 
work it out as best we see it, to make mistakes if we must; 
they are then the mistakes of the people. 

Who wrote this tax bill? Secretary l\Iellon wrote it. Some · 
of the Members have been unkind enough to say that it was 
written in Wall Street or ·dictated from there. Who is l\1r. 
Mellon? 

He is the man that fixes the rate of interest to be paid on 
Government securities, of which there are outstanding $21,-
500,000,000. The law has given him the right to do this. By 
fixing the interest rate on these securities he indirectly fixes the 
interest rate on the whcle crushing burden of .interest-bearing 
securities upon the backs of the American people. Interest is 
ta:x:. He has the power to increase tbe tax load on the poor. 
If interest is placed one-half of 1 per cent higher than it ou_ght 
to be that increases the interest load throughout the land more 
than $500,000,000. 

l\Ir. Mellon sits on the Federal Reserve Board. This board 
fixes the discount rate and regulates credit. 
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It js natural that one of the richest men in the world, having 
been placed in such a position of political and economic power, 
will try to conquer the one world that is yet left to be con­
quered. If he can increase the tax load of the poor, all that 
is left to do to show that he is all supreme is to lighten the 
load of the rich. That is what the Mellon bill intends to do, 
and nothing else. 

Had this bill been written in Congress it would have been a 
different bill. It would have been written by the majority 
members of the Ways and Means Committee. It would have 
been a compromise of the ideas of those majority members; per­
haps some of the Democratic minority would have joined. 
There is fundamentally not much difference between conserva­
tive Democrats and conservative Republicans; they have stood 
pretty well together on most of the other important committees, 
and on this committee they are not "radicals." 

The rank and file of the Republican membership of this 
House must feel the humiliation. They are patriotic men; they 
are intelligent men; how they could have allowed stupidity, 
from a political standpoint, to shape this tax question so that 
now it is a question of property rights versus human rights, 
business against justice, I for one can not understand. 

The Democrats, indeed, are fortunate that they can pose 
as the champions of human rights. The only way to make the 
tax bill a Republican measure now is to pass the Frear substi­
tute, whether they think that plan is the proper measure or not. 

I do not intend to rehash the statistics quoted on the floor in 
this debate. I am not prejudiced in favor of the Garner plan, 
but how could I, representing Minnesota with 124,501 income 
taxpayers in 1921, out of which 124,370 will be benefited more 
by the Garner plan, vote for the Mellon plan that will benefit 
only 131 taxpayers there more than the Garner plan? Of these 
131, not one lives in my district. 

The late lamented PresideRt Harding said that we were going 
to put more business into government and less government into 
business. He spoke the truth. But we did not put the right 
kind of business, the business of the people, into the Govern­
ment ; we put big business into the Government, and God knows 
if we are ever going to get it out. 

Mr. Mellon with his tax-reduction plan and his nation-wide 
propaganda for it reminds me of a bird that lives in all coun­
tries of Europe, but which spends the summer particularly in 
Norway. 

The coming back of this bird from the south is always eagerly 
looked for. The winter is always long and the early spring 
bleak and dreary. The cattle bellow hungry in the barns and 
the farmer waits an.~iously for the first day that he can start 
his work in the field ; the children are all expectant, and old 
maids strain their ears almost beyond the hearing point, for it 
makes a lot of difference at what point of the compass the 
cuckoo sings the first time. If she hears him in the west, she 
will be married. 

If he sings in the north it means death, if in the east 
things will go wrong, and when he sings in the south it is 
seeding time. But when he sings everybody knows that spring 
has arrived; soon the woodlands are filled with song and every­
body forgets winter and hard times and there is nothing but 
sunshine and summer. And he sings and sings and flits from 
tree to tree, from bush to bush, but no one ever gets near him, 
or at least it happens very seldom. There is an old tradition 
that if you get under the tree where the cuckoo sits and dress 
and undress three times before he flies away your wish and 
all your wishes will be fulfilled. 

Yes, this cuckoo of ours sings too, and it has the same effect; 
it cheers like a message of coming summer. He sits there 
hid under the foliage and sings so plaintively that he wishes 
to give everyone a bonus-except the soldiers; but Congress 
won't let him do it, and when you go and try to find him he 
is flown. He sings in Chicago, and when you get there he 
sings in Minneapolis; when you get to Minneapolis he is back 
in Pittsburgh, and when you get to Pittsburgh he is out in 
sunny California. And the people run around in a circle and 
step on each other's toes to get a glimpse of him, but he always 
sings in the distance. 

But when batching time comes he stops singing and the folks 
all wonder where he has gone. Then comes a tragedy for some 
one-for some of the little birds in the woods that thought be 
sang so sweetly for them. 

The cuckoo, they say, lays its eggs in the nests of other 
birds--for instance, in a wren's nest. The little birds feel so 
proud when the big son peeps out of the egg, and they hurry up 
to feed him and take care of him. But he is so big and grows 
so fast that the little birds often kill themselves trying to 
ieed him after their own real offspring have perished from 
starvation. 

We are in the same fix with big business in our Govern­
ment. Mr. Mellon is putting a cuckoo's egg in a wren's nest. 
We had in 1921, 6,662,176 income-tax payers; of these tax­
payers, if they are yet in the same financial condition as they 
were then, only 9,343 will receive more benefit under the 
Mellon plan than under the Democratic substitute. Is not the 
illustration of the cuckoo in the wren's nest illuminating? 
Six million six hundred and sixty-two thousand one hundred 
and seventy-six sacrifice for the benefit of 9,343 ! 

Or take the State of North Dakota. There were 18,400 income­
tax payers in 1921 ; of these only one single one will get more 
benefit under the Mellon plan. Yet the gentleman from North 
Dakota [l\Ir. YouNG] is for the Mellon plan. I suppose that he 
is sure that the one person benefited more by the Mellon plan 
lives in his district, so that be can call on him for help in 
being reelected. The question comes to my mind: Suppose, 
owing to the secrecy surrounding income-tax returns, it is not 
known .in what North Dakota district this one lucky taxpayer 
lives; the State having three Congressmen, will not the three 
be in a quandary as to which one of them shall help him? He 
surely needs protection. But if all three voted to protect him, 
What then? 

Of course, there are good features in the Mellon bill which, 
I understand, will help to a better administration of the income 
ta:x: law. 

But the main and central thought of the bill is fallacious. 
We are asked to vote an enormous tax reduction to those who 
have the biggest incomes, on the plea that that will help the 
poor. It is said that that will release capital for new business 
enterprises, and it is said that by making the tax lower for 
the rich there will be fewer of them who will commit perjury. 
Of course, they do not put it that way, but that is what it 
means. 

I have been in favor of an income tax with high surtaxes 
as a social tax, as a method of leveling the unequal distri­
bution of wealth in this country. I am not quite able to under­
stand some of the arguments. It is said that when surtax on 
incomes over $300,000 was 10 per cent the revenue was about 
the same as when it was 65 per cent. The other day a gei:tle­
man quoted from President Coolidge's Lincoln day speech, 
saying: 

In 1916 there were 216 incomes of a million dollars or more. Then 
the high tax rate went into etl'ect. The next year there were only 
141, and in 1918 but 67. In 1919 the number declined to 65. In 1920 
it fell to ~3, and in 1921 it was further reduced to 21. 

I would take this to mean that the high surtax works as a 
leveler of fortunes. But they tell me it does not. What does 
it show then? It shows that as tax rates have been reduced 
the big incomes have dwindled and it goes without saying that 
if the rate on big incomes is yet reduced more the number of 
big incomes will dwindle. 

When the other day the shrinkage in the number of the in­
comes over $300,000 was bemoaned I asked if it was the in­
tention to so frame the tax laws that that number would again 
be greatly increased, but I received the answer that the gentle­
man did not quite understand the question. Yet that muf't be 
the intention, for if the tax rate is cut in two and the nun.ber 
of those who pay the tax is not increased it will be foolish to 
argue that any benefit will follow. 

I was asked the other day by a fine elderly gentleman, to 
find out how radical I was, I suppose ,"How much would you 
allow a person to keep who had an income of $300,000'!" I 
answered that I could get along very nicely on $100,000 in a 
year, that I always had had to get along on very much less. 
That would be taking 66! per cent. Yet such a person would 
not suffer. Why should I worry about the rich? Why s.!:lould 
other poor men here worry about them? 

Financial experts say that never in onr history have we as a 
nation added so much to our national wealth in a year as 
during Hl23. I shall quote some i:igures from the New Itepublic 
for February 13, 1924. It says : 

No other nation has ever had such n.n addition in 12 months as we 
have created within the last year. Neither high taxes nor tax-exempt 
securities nor idiotic tariffs have greatly hampered our economic 
growth. 

'l'Q quote further: 

It is apparent now that we have added some $12,000,000,000 to our 
national wealth through saving during the past year. For this act 
of producing more than one consumes is the essence of saving. 
England before the war added $2,000,000,000 a ::ear to her national 
wealth by saving. 
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The source I quote from continues: 
No longer is it necessary to direct our national economic policy 

primarily with a view to encouraging capital accumulation. That 
seems to be sufficiently institutionalized to assure tbe Nation fonds 
for the promotion of industry and for the expansion of those durable 
material things which are needed to maintain the great mass of people 
in a high degree of comfort. 

Out of these $12,000,000,DOO there was in'7'ested in good roads, 
garage , aad otller things connected with the automobi1e indus­
b·y, including new oil development, pipe lines, and storage facili­
ties, 5,000,000,000. Four billion dollars were invested in build­
ings which had nothing to do with the automobile industi•y. 
Railroads have made additions amounting to $1,000,000,000. 
Investments in telegraphs, telephones, electric light and power 
phrnts, and other public utilities about $1,250,000,000. 

And so it goes on. There is no lack of ca:pttal. 
The corporations of the United States made profits for the 

year of about $8,000,000,000. Of this they will pay about 
$1,000,000.000 in corporate income taxes. Not over $4,000,000,-
000 were distributed in dividends, which leaves $3,000,000,000 
of corporate surplus for reinve tment. Interest ?'ales bave .a 
downward tendency, except those fLwd by the Secretary of the 
Treasury. What then becomes of the cry for lower surtaxes 
for the rich in order to release capital for investm:ent? How 
'hungry is the -cuckoo, anyway? 

What becomes of the criV tl1at 1a soldier bonus must not be 
paid'? Why ~hould not this debt of honor, pledged by all 
political parties, be J>aid now, and why should not "Steps be 
taken to teduce the war debt? Now is the time to do it when 
bui;:;iness is good, and the national wealth is increasing so 
very fast. '.rhe inter-e t on the public debt paid last year was 
nearly 30 per cent of the total expenditures and it was over 
a quarter billion more than the total governmental expenditures 
tl1e -year before the war. When are we going 'to pay for the 
war if we are not going to begin paying now~ We should 
have started long ago. England -is finding out her mistake 
by not starting in in time. 

The timeliest cry of warning uttered in this debate was 
uttered by the gentleman from Kansas [Mr. ·LITTLE] when 
he said: 

E:o'\V long do you think the !Je<>ple o! this country will permit .great 
fortunes to avoill their ta:res? Bow long will it be before the State 
and Nation levy an inheritance tat: of 80 per cent ·and pay off the 
debts of this 1'\ati"on in a rew short years? Ob, you ostriches, take 
your beads out '()f the sands and face the future and be content to 
pay your taxes as long as you live. 

He who says, like the gentleman from Iowa [Mr. COLE], 
that those who stand for a 50 per cent surtax are Bolshe­
viks, is, ostrichlike, thinking he is hidden when be hides his 
heud. 

This gentleman 'Should think of what bas happened in Eng­
land. I sball quote from a handbill circnla.ted by the Labor 
Party in the last campaign for the election to Parliament. 
From this he will see how even the champions of property rights 
will have to change their minds. · 

The handbill reads as follows : 
Tm!l TORIES .um T-Hlll CAPITAL LEVY. 

Tile Tories are saying : 
"A levy to redeem war debt would be conftscatlon." 
The 1ate Mr. Bonar Law knew bettet. He th611ght that ,., there was 

no t hing confiscatory in such a proposal." (House of Commons, J"an­
ual'y 29, 1918.) 

Mr. Stanley Baldwin knows better. lle says that-
" It is· no good meeting pra-pagan"da about the capital levy by merely 

'Shying lt ls a form of robbery, for two reasons-first, it would not 
be true, and second, nobody would believ-e you it ylm said lt." '(The 
Tim s, J"une 30.) · 

'The Labor Party agrees with the late Mr. Bonar Law in two things : 
'When he sald tbat "wMn it comes to a question or ma.king men give 

Up their •lives 'for the good of their country, it is a vel'y !:Iman thing 
to give up their money." 

When he said that " when we ne'ed lnoney we have to go where we 
can get it." (~6ven1ber 14, 1917.) 

That is exactly why the Labor Party proposes a capital levy. 

THE LABOR PARTY AND THE BOARD Oil' INLAND REVENUE KNOWS WHERE 

THE MONEY IS. 

Tb-e board of inland revenue -reported 1n 1920 that hi any year be­
fore the war an the individuals in the country did not add m<Jre than 
£260,000,0UO to their fortune. 

During the wa'l' they added £4,000,000,000 to ·their fol:tune!'I. 

Now two-thirds of all 'the wealth In pi"tvate hands belongs to just 
tinder 400,000 people, about the population of Bristol. 

Four-fifths belongs to persons over 45 years of age. 
In -1921-22, 11 millionaires left £31,600,000. 
This is the wealth which the Labor Party would tax. 
To return the Tories is to let the rich man levy their own taxes. 

Vote Labor. 

How will you like it when handbills like that fall like a storm 
or-er the whole country just before election day? Mr. Mellon 
says now he does not know where the wealth is but he will coax it 
out by reducing taxes. They fooled the laborers of En°'land too 
for centuries, but they say now they know where the ~vealth is: 
an~, belie'Ve me, we will find it out in this land of our , too-whete 
it is-and make it bear its just ~are of our common burdens. 

Do the tu-shirking, shortsighted tax dodgeTs back of the 
Mellon plan think they can stave off the day of reckoning by 
the malicious and costly propaganda they now ate putting on 
over the whole country, in which millions and millions of Clollars 
are being spent in propaganda of difl'~rent kinds? 

~everal gentlemen have refer1"ed to the Literary Digest, 
Which has ent out 15,000,000 post-card ballots and which 
now prints the result as part of the ballots come bn.ck, in otder 
to scare Oo11gres,_ men and poison public ot;>inion. 

·From my '<>W'Il State and from its capital city comes a four­
page newspaper display advertisement carried in the St. Patil 
Daily News for February 10. On Fehruary 16 I received an 
exact duplicate of this four-page display add carr.ied in the 
Daily Law Bulletin, of Pittsourgh, Pa., printed on February 18, 
coming to hand two days before it is printed. There eems ro be 
some undue baste about it. Every word, except the names of 
the signers, is identical. How cnn this happen that a number 
of men living so far apart can think so exactly the same on 
such a question? The Minnesota prevarieation of the t'ruth is 
signed by 124 representatiYes of different corporations. There 
are only 131 persons in Minne ota who will be benefited by the 
Mellon iplan oTer any other plan. 

Why did they not b11ve the other seven Sign? Have they gone 
bankrupt helping the farmers? These so~called petitions to 
Congress contain a lot of bunk, among other things the foolish 
statement that Mr. Mellon i tryihg to give to eterybody-ex:­
cept the soldiers, uf course-a bonYs, but that Oongl'ess is so 
mean that it will not let him do it. For that tea.son the signers 
ask all the voters ~o write to their naugbty Congressmen and 
ten them to be goo-a. This -rery libelous appeal to the voters is 
printed in big, black type: 

Som·e of your public ervahts at Washington-some of the Congress­
men-have said that they ate lired of reC'eivihg letters from propa­
gandists in favor of the Mellon tax-reduction plan. If working for a 
proposal which means so much to· every citi.Zen and to the Nation as 
a whole makes you a prupagandist you should be proud to be one. It 
'should be a privilege to the men whom yon put into office to receive 
your opinions and ideas on any subject. In a matter of vital im­
portance, it 1s their duty as well as their privilege to give careful con­
sideration to your communications. The Mellon plan is of vital impor· 
ta.nee to ~veryune, so write to your Congressman now. 

.Just think, Ohly seven more than those who igned the petition 
will receive any benefit from the l\Iellon plan as compared with 
the other plans, llnd they try to fool the people of the \vhole 
State into helping the.m ! · 

The source of this shameful propaganda should be disclosed, 
it should be bared to the light of day so people can see the 
inte1·e:sts that -are back of the Mellon tax-saving plan. 

I fail to see where any Representative or Senator from Min­
nesota should vote for it. In spite of the general prosperity 
the farming Northwest is suffering and this friendly tax-saving 
measure carries in it some very heavy and burdensome taxes 
for the farmers. We have been enlightened v'ery much as to 
why the tax on yachts and bowie knives was taken off. Yachts 
belong to J. Pierpont l\1organ, James Stillman, of unsavory 
fame, and others like them. They very likely contribute to the 
-intimidation fund to set Cm1gressmen right. They contribute to 
political campaigns. 

But not so with the farmers' yachts, the light trucks, and 
cheap cars that carry their burdens and that carry them on 
their pleasure trips, to church, and to town. I shall insert in 
the REcoBD s:ome ta.bles showing what tax the farmers pay on 
cars, trucks, and automobile repairs. The farmers' share of 
tax paid under tl1e Mellon plan on cars is $34,705,100, on trucks 
$1,877,850, on tires $5,737,500, and •on repairs $3,543,750, a total 
of $45,864,200. 

1 How many farmers woultl -sign and send 'to Congressmen such 
petitions :as .J lutve teld you -about now being sent out? 
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Bnt no situation is so ridiculous that lt has not its humor. 
On li'ebruary 11 I received a telegram from St. Paul, Minn., 
that reads: 

We urge Mellon tax revision; believe it favorable to potato in­
dustry. 

J. R. BEGGS & Co. 

This firm did not get on the big petition, so they hastened to 
send the message. They must have heard so much of the 
wonderful curative properties of the Mellon plan that they be­
lieve every malady can be cured by its magic touch. They 
know that the potato industry is sick, and that everything else 
has been tried on it, to no avail. So why not try the Mellon 
plan-why not plant the potatoes in the Mellon patch? 

Mr. Chairman, I ask per~ssion of the House to insert after 
my remarks some campaign"1'.locuments used in the late election 
for Parliament in England. They will bring out some facts 
that ought to be called to the attention of Members of this 
House. 

The CHAIRMAN (Mr. l\liPEs). The gentleman from l\fin­
nesota asks unanimous consent to extend his remarks in the 
RECORD by publishing some campaign documents in the last 
election in England. Is there objection? 

Mr. GREEN of Iowa. Reserving the right to object, I do 
not object if the gentleman wants to extend his own remarks, 
but I do object to going to England for campaign documents. 

The CHAIRMAN. The gentleman from Iowa objects. 

APPENDIX. 

Statistics from the American Farm Bureau Federation: 
AMERICAN FARM BUREAU FEDERATION, 

Washington, D. 0., February ~, 1924. 
DEAR MR. CONGRESSMAN : In these days of continued and extended 

agricultural distress reduction in taxes is one of the greatest reliefs that 
can be given the farmer. The Federal Government can directly serve 
the farmer by the removal of excise or consumption taxes. The direct 
saving to the farmers through lower surtaxes is almost a negligible 
amount, as only a very small percentage pay any surtaxes whatever. 
Further, there is no assurance that the reduction in the surtaxes to 
those who have to pay them will reduce the profits being taken by those 
who are in a position to do so. The normal tax rate is not excessive or 
burdensome and therefore should not be reduced at all. 

The proposal to reduce surtaxes to 25 per cent is contrary to the best 
informati.on available to us in securing the desired result, namely, ade­
quate revenue, and we earnestly protest that it be fixed not below 40 
per cent. We believe that additional revenue so raised should be equal­
ized by the reduction of direct taxes on items such as automobile parts 
and light trucks, namely, those not exceeding about 1 ton capacity. The 
tax on parts is largely in the nature of a tax on misf<>rtune and losses 
and can not well be justified at any time. In so far as the farmer is 
concerned, the light trucks are his horse and wagon in these days of 
mecllanical equipment, and they should be freed, certainly in part if not 
in whole, from this tax. I also suggest that a graduated inheritance 
tax on tax-free securities might be considered. 

May I say, further, that I appeal to all friends of agriculture to 
expedite the consideration and passage of the tax bill, so that we may 
thereby at an early date secure the consideration of l\fuscle Shoals, 
which we have been assured will be the next measure considered, and 
then other agricultural relief measures in the order in which they may 
be determined as most desirable? 

Sincerely yours, 
AMERICAN FARM BUREAU FEDERATION, 

GRAY SILVER, Washington Reprnsentative. 

WHAT .JS THE FARME.R'S YEARLY ExCISE-TAX BILL? 

(Repair figures based on a survey of the farmer's use of automobiles 
made by Division of Farm Management, Bureau of Agricultural Eco­
nomics, Department of Agriculture. Report appeared as supplement 
t o Monthly Crop Report, January, 1924, p. 8.) 

Motor vehicles on farms : 
1923. 

Motor cars--------------------------------------- 4, 100,000 
Motor trucks-------------------------------------- 400, 000 

Total vehicles----------------------------------- 4,500,000 
TIRE COST IN 1923. 

Average cash outlay for tires per year as indicated by above survey, 
$34. 
Multiplying total vehicles on farms by this 

amount gives total tire r eplacement-___ $153, 000, 000 
Element in cost for freight, profit, rent, 

bookkeeping, and other sales costs---- 38, 250, 000 
Wholesale value equals---------------- 114, 750, 000 
Feder al excise t ax a t 5 per cent (farmer's 

IDisfortune tax on tires----------------------------- $5,737,500 

REPAIRS. 
. Indicated average cash outlay for repairs $28. 

Assuming piat three~quarters is for parts, ' 
$?1, which is believed conservative in 
view of large amount of repair labor 
done on farm, total farm expenditure 
for repair parts--------------------- $94, 500, 000 

Element in cost for freight, profit, rent, 
bookkeeping, and other sales costs_____ 23, 625 000 

Wholesale ".alue equals_________________ 70, 875; 000 
Federal excise tax at 5 per cent (farmer's 

misfortune tax on repair parts)---------------------- $3, 543, 750 

Total misfortune tax on parts and 
tires --------------- 9 281 250 New cars produced in 1923, -8,644,ooo;--------------- ' ' 

wholesale value ------------------ $2, 243, 385, 000 
Assuming same percentage ('Ontinued to-go 

on farm~ tha~ is indicated by ratio 
farm registration to total registration 
(per cent>-------------------------- 30.94 

New cars to farms in 1923, 1,118,453____ $694, 102, 000 
Federal excise tax at 5 per cent (farmer 

pays in excise taxes on new cars>-------------------- 34, 705, 100 
New trucks produced in 1923, 370,000; 

wholesale value--------------------- $267, 500, 000 
Assuminf same percentage continuing to 

to go o farms (per cent)____________ 23. 4 

Trucks, 86,580------------------------ $62,595,000 
Federal excise tax (farmers pay in excise 

tax on new trucks)--------------------------------- $1, 877, 850 

Total Federal automotive excise 
taxes paid by farmers------------------------- 45, 864,200 

Twelve and five-tenths per cent of the average citizen's income goes 
.for taxes. (Figure from· President Coolidge's Lincoln Day address, 
1924.) 

Sixteen and six-tenths per cent of the farmer's income goes for taxes. 
(Figure from National Industrial Conference Board.) 

Mr. COLLIER. l\1r. Chairman, I yield the balance of the 
time to the gentleman from Rhode Island [Mr. O'CONNELL]. 

Mr. O'CONNEL.L of Rhode Island. Mr. Chairman and gen­
tlemen of the committee, I have already expressed myself a 
few days ago at some length upon the bill which we are shortly 
to consider section by section. I appreciate the honor and 
privilege and am very glad of the opportunity to wind up the 
general debate on the Democratic side, and as a concluding 
thoughit I want to direct my remarks to the charge that has 
been made from the Republican side that the Democrats have 
caucused on this measure. It is true that we have caucused 
upon this measure, but that fact can not be a source of satis­
faction or profit to you, because your side of the House was 
the first to caucus on this very proposition. Nobody has denied 
the fact that the Democratic members of the Ways and l\Ienns 
Committee, which has had this bill under consideration, were 
denied even in committee an opportunity to vote upon the nor­
mal and surtax rates proposed in this ·bill. You can not deny 
the fact that you did not give the members of the Democra tic 
side an opportunity in committee either to discuss or to vote 
upon these rates. They were excluded from your meeting 
while you considered these rates. Although it was a matter of 
such vital and tremendous importance to the people of this 
country, yet you lacked the common courtesy of giving the 
minority members an opportunity to vote on these rates. As 
soon as your committee met, the previous question was ordered 
and you voted to report the bill in its present form. Nobody 
has denied that charge. 

Mr. GREEN of Iowa. Will the gentleman yield? 
Mr. O'CONNELL of Rhode Island. No; I can not yield. I 

have only a few minutes left. 
l\Ir. GREEN of Iowa. I simply wanted to ask the gentleman 

how long he had been here? 
Mr. O'CONNELL of Rhode Island. You have said to us 

that if we wanted to make this a party measure that we 
will have to assume the responsibility, that we will hav~ 
to explain our position to the people of this' country. As the 
gentleman from Texas [Mr. G A.RNER] has so forcibly and 
clearly stated, we will be glad to go before the people of the 
country on this issue, because our position is explainable and 
actuated by a sincere desire to support a plan that is both 
logical and equitable and economically sound. 

The Democratic plan will be finally adopted in its essentiai 
features, notwithstanding the unprecedented propaganda in 
favor of the Mellon plan. Even the Literary Digest has at­
tempted to join in the general scheme of propaganda by sending 
to thousands of persons throughout the country literature giv­
ing comparative tables of the present tax rates and the proposed 
Mellon plan in order to show the people of this country that 
they would save a certain amount of money by the Mellon bill 
and seeking to influence them in its support. Oh, my friends, 
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if you would only put the other table-the Democratic table­
beside the other two and say to the people of this country, 
"Take your choice," there is absolutely no question but wha~ 
they would choose the Democratic plan. [Applause on the 
Democratic side.] 

I would like to go before the people of the country in the 
next campaign and take this chart and show them the present 
tax rates and show them the Mellon plan, and beside them both, 
in a separate table, the Democratic plan. I would like to 
take a ruler and point out to the people of this country what 
they would save under each of these plans, and I am abso­
lutely sure that the overwhelming verdict of the American 
people would be in favor of the Democratic plan. [Applause.] 

The CHAIRMAN. The time of the gentleman from Rhode 
Island has expired. 

Mr. GREEN of Iowa. Mr. Chairman, I yield 10 minutes to 
the gentleman from Minnesota [Mr. NEWTON]. 

l\1r. NEWTON of Minnesota. Mr. Chairman, we are about 
to close debate. Some further observations may be helpful. 

During the last two decades the population of this country 
increased about 30 per cent. During this oame period its ex­
penditures for all Government purposes, including local, State, 
and National, increased from one and three-fourths million 
dollars to over nine and one-third million dollars, or 430 per 
c~t . 

An average of $68.37 for every man, woman, and child was 
collected in taxes during the calendar year 1922 by municipal, 
State, and National Governments. In a family of five this 
means $340 per year, or nearly $30 per month. This sum is 
one-fifth or more of the average monthly earnings of the aver­
age head of a family. It constitutes a tremendous sum, and in 
and of itself is a challenge to every legislator-municipal, State, 
or National-for him to use his best endeavors to curtail ex­
penditures to a minimum and thereby lessen taxation. 

Mr. Chairman, we are not responsible for all of this, but 
tlie per capita tax for the same year for the National Govern­
ment amounted to $29.47. We are responsible for this tre­
mendous burden. It constitutes a special challenge to the 
House of Representatives, charged as it is with the great re­
sponsibility of initiating all revenue legislation, and to do our 
utmost to reduce the burden. 

Gentlemen, I have been talking averages. Who, in fact, pays 
this tax? Over 6,000,000 people made income-tax returns in 
the last year. A little over 3,000,000 of these paid income 
taxes. One would think to hear the gentleman from Texas 
[l\1r. GARNER] that they and they only paid this tax. No; it is 
not only these 3,000,000 people who directly pay taxes of this 
character, but we must bear in mind that ultimately money 
col1ected in taxes of this character constitutes a burden upon 
every man, woman, and child in the country. 

In his annual report to Congress, the Secretary of the Treas­
ury calls attention to the accumulation of a surplus of some 
$340,000,000. Thjs surplus is the result of economies and re­
ductions in which both legislative and executive branches of 
the Government can justly claim credit. Federal taxation is a 
highly technical subject. There are few things more technical 
than the operation and effect of certain provisions of the 
income tax law. The Secretary of the Treasury is the head of 
t~at great department of our Government and is charged with 
the responsibility of handling the financial affairs of the Na­
tion. In calling our attention to this surplus it seems to me 
that the Secretary of the Treasury rightly recommended not 
only a reduction to the extent of this surplus, but accompanied 
that recommendation with specific suggestions as to just where 
the revenues could best be reduced. For example, our internal 
revenue is derived from income and excise taxes. He advised 
us as to the proportions collected from each source and sug­
gested that in making our reductions we reduce somewhat in 
the same proportion ; that is, reduce the income taxes two­
thirds and the excise taxes one-third. He then made concrete 
suggestions as to the normal income-tax rate and the surtax, 
setting forth his reasons for so doing. 

In doing so he has been criticized. Why should not the head 
of this great department of the Government make concrete sug­
gestions and recommendations to Congress? Here is a highly 
technical matter. Congress has provided for him a large corps 
of able assistants to advise him, especially in all of these tech­
nical propositions. Why should not we, therefore, receive his 
advice and counsel? Furthermore, up to the present time the 
Secretary of the Treasury has demonstrated signal ability in 
the administering of his great office. Without noise and with­
out publicity, in somethin~ like two and one-half years time, he 
has paid some one and three-fourth billion dollars off from the 
public debt. Surely no criticism should rest either upon him 

for giving suggestions or of the Congress for carefully consid­
ering them. 

Mr. Chairman, after thorough and extensive hearings the 
Committee on Ways and Means have reported out a bill which, 
in the main, follows out the recommendations of the Secretary 
and his technical experts and advisers. 

In brief, this new revenue bill will-
( 1) Give immediate relief to taxpayers by a 25 per cent re­

duction of the income tax payable this year on 1923 incomes. 
(2) Give permanent relief by a revision of our 1921 revenue 

act. 
The permanent relief it is estimated will mean a net reduction 

in revenue of some $341,000,000 apportioned as follows : 
Redttction in estimated revenue after bill is iti tun operation, as com-

pared with estimated income that will be 1·eturned for 1!J23. 

Normal tax on incomes------------------------------ $91, 600, 000 
Surtax on incomes---------------------------------- 101, 800,000 
Earned income-----------------------------~------ 89,500,000 
M:iscellaneous taxes--------------------------------- 108,040,000 

Total-------------------------------------- 390,940,000 
Increase in estimated revenue: 

Capital loss provision _______________ $25, 000, 000 
Certain deductions limited to tax-free 
income-~----------------------- 24,500,000 

Total-------------------------------------- 49,500,000 

Net loss------------------------------------- 431,440,000 

The normal tax on incomes under the 1921 law runs from 4 
to 8 per cent, depending on the size of the income. The com­
mittee bill follows the Secretary's suggestions and recommends 
a reduction of 25 per cent in the normal tax on incomes both 
small and great. The existing law provides, in addition to this 
normal tax, a progressive surtax on incomes in excess of $6,000. 
If this bill becomes a law, the surtax will commence at $10,000. 
A reduction in the surtax is provided for, ranging all the way 
from 16i to 50 per cent. 

Existing law makes no distinction between "earned" and 
"unearned" income. "Earned" income is the income derived 
by way of wages, salaries, and fees for professional services, 
where the service is personally rendered. The fairness of tax­
ing incomes received as personal compensation for services ac­
tually rendered the same as incomes from investments has long 
been questioned. It is not fair, and a distinction should be 
made. This recommendation was made by the Secretary, and 
this recommendation is embodied in the pending bill. If it 
becomes a law, income derived from wages, salaries, and pro­
fessional services will bear a 25 per cent less tax than the in­
come received from investments. 

The reduction in excise taxes vary somewhat from the con­
crete suggestions of the Secretary, and as embodied in the bill 
are apportioned as follows: 
Estimated loss in revenue due to the repeal of cet·tam special taxes, 

and the change in taxation in certain others, as 1·eported by the 
committee. 

Section 500 (a) : Repeal of tax on telegraph, telephone, 
and radio messages-------------------------------- $31,000, 000 

Title VI : Repeal of sections 602 and 603, taxing bever-
ages, etc·----------------------------------------- 10, 320, 000 

Section 800 : Repeal of all tax on admissions under 50 
cents each---------------------------------------- 33, 000, 000 

Section 900 : 
Repeal of (6) tax on candY----------------------
Repeal of (8) and (9) tax on knives, dirks, etc. ___ _ 
Repeal of (12) and (13) tax on liveries, bunting gar-

ments, etc·-----------------------------------
Repeal of (14) tax on sale of yachts, etc. ________ _ 

11,000, 000 
25,000 

300,000 
250, 000 

Section 904 : Repeal of entire section taxing carpets, 
rugs, trunks, furs. etc.___________________________ 1, 350, 000 

Section 905 : Changing tax on jewelry so as to yield 

se~J~~0i88~;-(5)~-(6);-a-ila-fi):--------------------- 13• 250• 000 

Repeal of tax on proprietors of theaters, circuses, etc_ 1, 865, 000 
(8) Tax on proprietors of bowling alleys and billiard 

rooms cut in half_____________________________ 2, 180, 000 
Section 1107, schedule A, subdivision 4: Tax on sales of 

produce on exchange cut in half__________________ 3, 500, 000 

Total loss in revenue __________________________ 108, 040, 000 

In addition tbe committee has recommended numerous changes 
in the adminish·ative provisions as recommended by the Secre­
tary, which will make for greater equality and incidentally in 
doing so will result in a net increase in the revenue. 

Mr. Chairman, taxation is such an important question that 
the country was in hopes it would be settled without reference 
to partisanship. It was in this spirit that the Secretary of 
the Treasury made his recommendations, and it was in this 
spirit that the President of the United States acted in present­
ing the matter to Congress in his initial message. It was in 
this same spirit that the Republican membership of the Com­
mittee on Ways and Means, went to work to write this bill. 
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You, my Demecratir friends, however~ would not meet either l\lr. NEWTON of Minnesota. Of course tbe gentleman is 
the President, the Secretary of the Treasury, or the cum- bound to vote for the Garner plan, and therefore thinks it is 
mlttee in any such spirit. You have chosen ro make of it a the best plan. 
partisan proposition. In lieu of the committee bill you ptopose Mr. GREEN o::l' Iowa. Mr. Chairman, will the gentlemll.n 
a plan formulated by the gentleman from Texas fMr. GA.Rr:iER]. yield? 

In the first place-and this shows the lack of care in its prep- .l\1r. NEWTON of Minnesota. Yes. 
aration-this bill asks us to reduce the reyenues fat beyond the l\fr. GREEN of Iowa. There never has been any Republican 
surplus, and so as to create in fact a very substantial deficit. cohfel'ence on the bills as everyone understands. In fact, tha 
Tlle primary purpose of a revenue bill is to raise revenue. If gentleman from Missouri the other day said that we were afraid 
it does.. not accomplish this, it is not a re-venue bill. The Demo- to have a conference. 
cratic bill here would change a surplus into a sustantial deficit l\h•. NEWTON of l\finne ota. 'l.:he gentleman from Iowa is 
n.nd necessitate the borrowing of money in time of peace to tun correct. Some five or six weeks ago we had a conference, in 
tlle Government. But, my Democratic friends, you have none no sense pertaining to the bill, but in a general way to discuss 
tbat before; it is more or less of a habit with you, and I pre- the subject of taxation. It was only in that sense that I used 
sume that you can not help it. it, but we have not had a conference upon this particular plan. 

The purpose of this proposal by the gentleman from Texas is, :Mr. TAGUE. l\fr. Chairman, will the gentleman yield? 
of course, whony political. He can safely propose to reduce the l\1r. NEWTON of Minne ota. Yes. 
normal tax as to the smaller ineom~s 50 per cent instead of Mr. TAGUE. Is it not a fact that in that conference the 
2o per cent and prate about how he is Interested in the 6,000,000 Republicans did notify the membets of the Wass and Means 
srnalle1· taxpayers, rather than the millionaire, because neither Committee that they were not to consider the adjusted compen­
he nor his party has any present responsibility. Apparently sation bill until the tax bill was out of the way? 
neither he nor his party expect to have any responsibility in the Mr. NEWTON of Minnesota. Yes; and that is all we did. 
near future. We- notified our committee to get busy upon the tax bill and to 

l\Ir. Chairman, the gentleman from l\Iinnesota [Mr. WEFALD] then take up the adjusted compens;!tlon bill. That is all the 
referred to the Democratic caucus and his presence there. conference was about, but when you hold a caucus you are 
I can not help saying that my good friend and colleague by rea- tied up, and the members of the Democl'atic Party can not act 
son of that is occupying a rather unique position on the floor. in a representative capacity upon this :floor. 
Tbe Democrats have caucused and bound everybody apparently .Mr. TAGUE. Why did you tie up the Committee on Ways 
but tl1e. gentleman from :Minnesota. Apparently be must have and Means? 
been in there in the capacity not as a bemocrat, not as a Mr. NEWTON of Minnesota. We did not. I t·efuse to yield 
Republican, but as an ···unofficial observer." [Laughter.] And any further. 
so it appea1•s he is the only one that attended that caucus who Mr. STEVENSON. Mr. Chairman., will the gentleman yield? 
was free to come upon the floor and after listening to the de- l\ft. NEWTON of Minnesota. I have only four ot· five 
bates pro and con to act in accordance with his own judgment. minutes left and I regret I can not yield. 
The rest of you have participated. in the debate ; but no matter Mr. STEAGALL. Mr. Chairman, will the gentleman yield 1 
what proposal is made here, no matter what facts may be shown Mr. NEWTO:tJ of Minnesota. No, I can not yield furth'el·. 
here in the course of this debate, you gentlemen are powerless Mr. Chairman. the Garner bill falls down in the fitst in-
to act in your capacity as Representatives here and vote your stance, been.use it Will not furnish the requisite amount of 
honest judgment In this matter. ' revenue. T!lP gentleman from Texas, however, refers to the 

l\fr. CHII\~BLOM. :Mr. Chairman, will the gentleman yield? 6,000,000 income-tax payers and his intense interest in them. 
Mr. NEWTON of Minnesota. Yes. I am not interested in any group as such, whether big 01~ 
l\Ir. CHII\~BLOI\I. The gentleman is forgetting that one small, but I am intere ted in the Nation and its welfare, 

gentleman, the gentleman from Virginia [Mr. DEAL], obtained_ in consideration of its interests as being paramount over 
leave to exercise his own judgment, but that another gentle- and aborn every group and every cla . When the Constl­
man, the gentleman from Missouri Il\fr. HA. WES], could not tution was adopted Congress was granted the power to " lay 
obtain that. and collect taxes, duties, itnpo ts, and excises." 

Mr. NEWTON of Minnesota. The gentleman from Virginia I For wh&.t purpose? 
[Mr. DEAL] having some constitutJ.onal scruples against any (1) To pay tbe debts and 
kind of an income tax, I am informed, was excused, but he had {2) Provide for the 'common defense and general welfare of the 
to ask permission in order to come upon the floor bere and United states 
vote his own judgment in reference to the provisions of this · 
bill, numbering some 240 pages, totaling a saving of some- The grant of power Is to pay the debts of the United States 
thing like $300,000,000. and provide for the g.eneral welfare not of a group, not of 

l\fr. SEARS of Florida: Mr. Chairman, will the gentleman a cla , but of the United States. I want a tax-reduction 
yield? bill drawn in accordance with this principle. I want a tax 

Mr. NEWTON of Minne ota. Yes. bill drawn where the primary purpose is to get revenue rather 
1\Ir. SEARS of Florida. Of course, the gentleman does not than to obtain votes. I want a tax bill drawn not in the 

know anything about the rules of the Democratic caucus. selfish interests of either 3,000 or 3,000,000 people but for 
1\fr. NEWTON of Minnesota. I was not there as an observer all the people, the people who now pay either directly or 

officially or unofilcially, but I do happen to know something of indirect1y this $30 pet capita annual tax. 
the history of the gentleman's party. It must be borne in mind that. these 3,000,000 taxpayers 

l\lr. SEARS of Florirla. I know the gentleman does not in- constitute less than 3 per cent of the population of the country. 
tend to be unfair. The gentleman from New York [1\fr. I would have a bill drawn not only in the interest of this 
CROWTHER] stated this morning that there was much in this 3 per cent, but also in the interest of the remaining 97 per 
bill that be did not approve, but the Republican conference-- cent who may not pay directly, but who are vitally affected by 
and he could not see any difl'erence between a conference and what we do here. 
a caucus-made him vote to support the Mellon plan. If we a.re to ignore the question of revenue, as the gentle-

Mr. NEWTON of Minnesota. I am not surprised that the man from Texas has done, then we might just as well make 
gentleman should want to get out fl'om an embarrassing a further reduction in the taxes paid by these 6,000,000. 
position. Regardless of the needs of the Government for revenue, the 

l\1r. SEARS of Florida rose. Garner plan being a bid for the vote of 3,000,000, the gentleman 
l\ir. !\TEJWTON of l\1innesota. I can not yieid to the gentle- proceeds to "smite the millionaire," the payer of the surtax, by 

man any further. I \Vant to say something now in referente saying that he will make the maximum surtax 44 per cent 
ro the remarks made by the gentleman from Rhode Island instead of 50 per cent, as embodied ih the pre ent law and 25 
j[:Mr. O'CoNNELL]. per cent as embodied in the present bill. In doing so he asks · 

He says that the Republicans caucused. The Republicans for the vote of all those who do not pay these surtaxes. 
"did not caucus. They had a. conference, and at the close of that Will such a tax produce the revenue needed? There is such a 
conference everyone was privileged to come upon the floor as thing as killing the hen that laid the golden egg. A tax can be 
we are upon the :floor and vote bis own ctmvictlons, but the fixed so high as to result in lessening the return. If ll 44 per 
gentleman from Rhode Islahd does not stand in that position. cent surtax will produce the revenue, that is one question. If it 
He, by going into the Democtatic caucus, is bound by the vote Will not, then it is another question. To answer this we must 
of that caucus, regardless of the votes of his own constituency study the operation of the high surtax in the past few years, 
and regardless of bis own judgment. especially since the wa.t. The present su1·tax is 50 pe1• cent; in 

:Mr. 0'00}..TNELL of Rhode I land. And will vote for the 1916 the surtax was 10 pet· cent. 'Ihe followi11g ~ a tahle show­
Garner plan because it js right. My conviction is that it is the ing the steady decline in returns from incomes paying high 
best plan for the people of the country. surtaxes: 
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TABLE II.-Table showing decline of taxable incomes over 13(](),()()(). 

Number of returns. 

Year. 

Net income. Dividends and interest on 
investments. 

All classes. 
Incomes 

over 
$300,000. 

All classes. Incomes over 
$300,000. All classes. Incomes over 

$300,000. 

1916 .•.••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••. 
1917 ... ·••••••·•••·•••••••••••••·•·•••••••••••••·••••·••••••••·••••••••••• 
1918 ..• •·•••••••·•••·•••••·•·•••·••••••••••••••••••••••••••••••••••••••••• 1919 ....••••••.••.•..•••••••.•••••••••••••.•••••.•••••.•••••.••••••••••••. 
1920 ... •·•·•••••·•••••••••·•·••••••••••••••••••••••••·•••••••••••••••••••• 
1921 ... ··•••••·•·•••••••••••••••·•••••••••••••••••••••··•••••••••••••••••• 

437,036 
3,472,890 
4,425,114 
6,332, 760 
7,259,944 
6,662,176 

1 296 $6, 298, 577,620 
1;015 13, 652, 383,207 

627 15, 924, 639, 366 
679 19,859,491,448 
395 23, 735, 629, 183 
246 19, 577' 212' 528 

$992, 972, 986 $3,217,348, 030 $706,945, 73$ 
731,372,153 3, 785,667, 955 616, 119, 892 
401, 107 J 868 3, 872,234, 935 344,111,461 
440,011,589 3, 954, 553, 925 314' 984 J 884 
246,354, 585 4, 445, 145, 223 229, 052, 039 
153 > 534 I 305 4,167,291,294 155,370,228 

It will be observed that incomes over $300,000 decrease from 
1,296 in 1916 to 246 in 1921. The net income from that source 
shrunk from nearly a billion to $150,000,000. At the same time 
the receipt of net income from all sources increased 50 per cent 
from 1917. I now refer to the 1917 law, for it contained the 
same low exemptions that now prevail, and is therefore 
justly comparable. At the same time the income from divi­
dends and interests on investments shrunk from $700,000,000 
in 1916 to $155,000,000, while dividends and interests ?n. all 
investments increased from three and three-fourths millions 
to four and one-sixth billions. It will be observed that even the 
prosperous year of 1920 showed no halt in the gradual diminu­
tion in the number of high income-tax payers. Their number 
steadily declined from the very moment the high surtaxes were 
put into effect. 

Here is another table showing the amount of surtax returned 
on incomes of $300,000 or more for the same period, together 
with the total amount of surtax returns, and the percentage 
that the surta.~ on incomes in excess of $300,000 bears in rela­
tion to the total surtax. 

Year. Total surtax:. 

1916 1.................................... $121, 946, 136 
1917..................................... 433, 345, 732 
1918................. • • . . • . . • • • . • • • • • • • • . 651, 289, 027 
1919..................................... 801,525,303 
1920. •• • • • • • • • • • . • • . • . • • • • • . • • . • • . . • . • • . . 596, 803, 767 
1921..................................... 411, 327, 684 

1 1916 was a year of low surtax rates. 

Surtax on 
income in 
excess oi 
$300,00(). 

S81, 404, 194 
201, 937, 975 
220, 218, 131 
243, 601, 410 
134, 709, 112 
84, 797,344 

Percentage 
to total of 
those in 
excess of 
$300,000. 

66.8 
46.5 
33.8 
30.4 
20.6 
20.6 

The percentage to the total of those in excess shrunk from 
66 per cent to 20 per cent. Again it is demonstrated that such 
a tax has proven itself to be unproductive. It does not yield 
the revenue. There is only one reason to underly the desire to 
reenact it, and that is it is easier to swat the rich, rather than 
face the facts. 

Where has this money gone? A typical illustration is that 
which is set forth in the correspondence between the Secretary 
of the Treasury and Mr. CouzENs, of Michigan. It appears that 
Mr. CouzENS sold his stock in the Ford l\Iotor Car Co. Upon 
that sale l\1r. CouzENS paid in taxes $7,229,161.75. In ac­
cordance with his own statement, where did he put the pro­
ceeds of that sale? l\ir. CouZE s said: 

I have largely invested my capital in State, county, and municipal 
bonds . 

What proportion he did not say, but he did say that in the 
past 10 years he had paid in income taxes to the Government 
$8,223,879.21. The year of the sale he paid in $7,000,000 of this. 
This would leave one million remainder to be accounted for in 
the other nine years, for the stock was good-paying stock 
Therefore much of this one million was paid in taxes before 
the sale. One must therefore come to the conclusion that al­
most all of the proceeds of this sale went into securities, the 
income of which pays no taxes whatever. 

Thi_s is typical, anJ we must presume that if the surtaxes 
had been lowered Mr. COUZENS would not have invested his en­
tire fortune in one class of securities. The conclusions from 
this are inevitable. The facts simply can not be controverted. 
The Government obtained revenue upon this stock prior to its 
transfer, but it does not obtain revenue upon this present in­
vestment. 

There are approximately $12,000,000 to $13,000,000 of tax-free 
securities outstanding. The Secretary of the Treasury esti­
mates that if the income derived therefrom was taxable it 
would bring into the Treasury $200,000,000 per year. Further-

more the loss of revenue over an investment of the same amount 
in productive business, the Secretary estimates would bring in 
twice that sum. It is difficult to ascertain to just what extent 
people of wealth have resorted to this means of avoidance of 
their just obligation to support the Government. Figures are 
not available, but figures are available to the Government in 
the returns that have been made for inheritance-tax purposes. 
The inheritance-tax unit of the Internal Revenue Bureau has 
taken 21 returns filed in 1923 of estates of deceased persons 
having net estates of $1,000,000 up. These returns were taken 
at random from the estates filed during the year. They show 
that the percentage of wholly tax-exempt securities to total 
gross estates in 1923 was 28.97, and the percentage of wholly 
tax-exempt securities to total bonds and stocks was 41.98. The 
comparison with similar percentages for previous years, as 
prepared by the Treasury Department, is as follows: 

Yeai:. 

1917 .•••.•••• •••••· ••.•••••.•••••••••••.•.•••••• •••·•••• ••• 
1918 .•.•••• ••••••·•• .• ••••• •••••••••••••. ···········-··· ••. 
1919 ..••.•.•.••••••••.•.•••.•••••••••..••..••.•.•••••••.•.• 
1920. ••·•·•••••••·•····•••••·•·····••·•···•••··••••····••·· 
1921.. •·····••·•• ·•····••·••·•·••··••· .....••••••••.•.•..•• 
1922. ••·••·••··••••·•••••••••····•·•••••·••·••·•··•••······ 
1923 •• ••••••·••••·•·······••·••··•••••••••··••••••••••·•··· 

Wholly Wholly 
tax exempt tax exempt 

to net to total 
estate. st~~d 

2.21 
4.27 
5.30 
9. 79 
8.97 
6. 82 

28.97 

3.26 
6.66 
7.87 

14. 50 
13.30 
10.53 
41.98 

It will be observed that the percentage has in both instances 
greatly increased. 

Mr. Chairman, I believe in the income tax. I believe in the 
progressive or graduated tax. I want the surtax placed at the 
highest point where it will bring in the maximum of revenue. 
I desire the normal tax placed at its lowest possible point con· 
sistent with maintaining the necessary revenues to run the 
Government. The Garner plan will bring a substantial deficit 
and will further add to the number those who escape taxation 
by investing in tax-free securities. Let us continue to be gov­
erned by the principle of levying taxes solely in the interest of 
" the general welfare of the United States " and enact a bill in 
keeping with that principle. 

Tbe CHAIRI\fAN. The time of the gentleman from Minnesota 
has expired. 

Mr. GREEN of Iowa. Mr. Chairman, I yield five minutes to 
the gentleman from Illinois [l\Ir. DENISON]. 

The CHAIRMAN. The gentleman from Illinois is recognized 
for five minutes. 

l\1r. DENISON. 1\Ir. Chairman and gentlemen, after the. 
House has been listening for three or four days to the experts 
on taxation and budgetry science, I hesitate to ask the_patience 
of the House to hear the views of a mere layman, one who has 
not made any special study of this subject at all. But I have 
some views, general views, on taxes that differ somewhat from 
those of the l\fembers on my own side of the House as well as 
on the Democratic side, and I want to take these last few 
minutes of general debate that have been allotted to me to 
express my views in a general way to the Members of the 
House, and I ask your patience to listen to them for mere 
curiosity if for no other reason. 

I believe that an income tax is now a proper and necessary 
part of our national fiscal system. This was not true in the. 
early days of the Republic. The fathers who drafted the Con­
stitution did not foresee tbe extraordinary growth we bave. 
_experienced in population or the extraordinary increase in gov· 
ernmental functions of the Federal Government. 'l'bey did not 
dream that the time would come wben it would require from 
three to f<>ur billion dollars a year to meet the obligations of 
the Government. They did possess a splendid understanding 
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of the elementary principles of finance and they sensed the 
dangers of allowing to the Federal Government the right of 
levying direct taxes upon any other basis than an apportion­
ment among tne States according to the numbers of their 
population. 

So they provided in Article I of the Constitution that-
diI:ect taxes should be apportioned among the several States which may 
be included within the Union according t-0 their respective numbers. 

Modern conditions made it necessary for the Federal Govern­
ment to find additional and increased sources of revenue, and 
this resulted in the sixteenth amendment to the Constitution, 
which became effective in 1913, and provided that Congress 
should have power to collect taxes on incomes without appor­
tionment among the several States. 

If I had been a Member of Congress at that time, I would 
have voted for the submission of that constitutional amend­
ment. But if I had been a Member of Congress when the first 
income tax law was enacted following the ratification of thei 
amendment, I would have voted against a progressive or gradu­
ated income tax at that time. I d-0 not believe that our Gov­
ernment ought to resort to the collection of a graduated or 
progressive income tax unless it finds it is necessary to do so 
in order to meet its obligations. I believe such a tax to be 
nnsound in theory, and in actual operation I believe it is un­
wise, because it tends toward a policy of confiscation. It offers 
a constant temptation to shift the burdens of government to 
tile shoulders of the few who, because of their wealth, are 
able to bear them, and those who escape the tax will always 
be in the majority. 

Mr. LITTLE. Mr. Chairman, will the gentleman yield for 
a question? 

Air. DENISON. No; I regret I can not yield. 
The correct principle of an income tax as I view it is 

that every citizen should contribute an equal proportion of 
his income to the support of the Government, but no citizen 
should be compelled to pay any part of his income that is 
reasonably required to support b.imself and family. There­
fore there should be liberal exemptions in favor of those 
who have )Jut small incomes. 

Under present conditions I do not think any man or woman 
who is the head of a family should be required by law to 
pay to the Federal Governmeij.t any p_art ot his income up to 
$5,000; but above that, and under normal conditions, I believe 
every citi$en should c.ontribute an equal proP-Ortion -Of his in­
come to the support of the Government. 

Under abnormal conditions, when the Government is com­
pelled to meet extraordinary expenditures, when the Gove:rn­
ment has to go to war to defend itself and extraordinary rev­
enues are neces ary to meet the increased burdens resU:.ting 
fFom the emergency, then a different question arises. It may 
then become necessary to resort to extraordinary taxes, and it 
then may become neces ar:y and proper to call upon those of 
large incomes for an increased contribution of their ipcomes 
to help meet the Government obligations. 

'Vhen our Government became involved 1n the 'Vorld War, 
I think it was proper and necessary to resort not only to a 
heavy graduated income tax but to any other extraordinary 
levies that might be needed to prosecute the war. And I 
v-0ted for all the war revenue laws. 

And now and for many years to come I believe jt will be 
necessary and proper to retain the graduated income tax as 
a part of our fiscal system in order to liquidate the extraordi­
nary Government obligati-0ns that have Fesulted from the war. 
But I believe that we should repeal all war taxes just as 
rapidly as it can be done consistent with a balanced Budget. 

I am in favor of the various provisions in this bill repeal­
ing the war taxe on telegraphs, telephones, and the other 
special direct taxes, and I believe that we should remove the 
special taxes from automobiles and automobile parts just as 
soon as we find that we can finance the Government without 
them. 

Consi tent with my views as to the correct principles of an 
income tax I believe the high surtaxes that ha-re been here­
tofore levied are no longer justified and should now h9 re­
duced, and I believe we should continue to reduce the high 
surtaxes and even the normal income taxes ju t as rapidly as 

e can liquidate our national obligations and reduce the re­
quirements of the National Budget. 

As I have said, I have made no special study of the tuxing 
problem. But practically all of those who have spoken during 
this debate have as erted that most taxes are passed t)n by 
the taxpayer to the consumer. 

What reading I have done and what study I have been able 
io give to the subject has convinced me that as a general 

principle this is true, and is particularly true of income taxes. 
l\fost of the things we have to have under modern conditions 
of living are manufactured or produced, or at least are as­
sembled and sold by men or corporations of large means and 
incomes. And, therefore, so long as the Government levies 
large income taxes such taxes will in the very nature of 
things be passed on to the consumers and become a part and 
a substantial part of the prices we all have to pay for -what 
we buy. Therefore, I do not believe it is wise to continue 
high income taxes any longer than is absolutely necessary to 
meet the necessities of the Government. 

I believe that a substantial reduction in income taxes, and 
particularly in the surtaxes, will eventually result in a general 
lower pl'iee level on all the thing-s we have to buy, and there­
fore I am in favor of redudng the normal tax and the sur­
tax as recommended by the Secretary of the Treasury and 
President Coolidge, for three reasons : 

First. Because I think it is right in principle. 
Second. Becau e I believe that it will benefit all the people 

of the country by eventually leading to a reduction in price 
levels. 

Third. I l.Jelieve 1t will tend to divert capital from tax­
exempt investment into taxable industrial development and 
so contribute to a general industrial improvement of the 
country. 

I believe it is true, as has been argued bere during this 
debate, that high surtaxes have a tendency to drive capital 
into tax-exempt investment. If men of large means have a 
chance to make large profits and do not have to contribute so 
mueh of their earnings to the Government they will invest in 
industry, I think, and will not seek tax-exempt investment. 
There is no doubt in my mind that this will have a tendency 
to add to the employment of labor, to better wages, and to the 
increase of our national wealth and prosperity. And this is 
the third reason why I am in favor of .a substantial reduction 
in income taxes. 

I do not favor a reduction of income taxes as a benefit to those 
who have to pay them. I do not believe that motive should 
actuate us in our consideration of this question. Income taxes 
should be reduced for the benefit of those who do not pay them, 
for the benefit of the entire country, rather than for the benefit 
of the comparatively few who have to pay them. But the mere 
fact that by reducing the income-tax schedules we may directly 
benefit tho e who h"R ve to pay tb.em. _should ;not deter us from 
rloing so if, as a result, all of the people will be thereby indi­
rectly benefited. I have n-0 interest in the rich. So far as I 
know there are none in the district l reprt:!.Seut who ha \e to pay 
any of the hlgher income taxes. So my views are not influenced 
by either personal or political considerations. 

Last week we had before us a resolution propos~ an amend­
ment to the Constitution w)lich would have prevented the fur­
ther issuance of tax-exempt securities. I took no part in the 
discussion on that resolution, but I b~ve very positive vjews 
upon that subject. I believe that it is a mistake for any con­
siderable amount of property to be exempted from contribution 
to the support of the Government, Exemption from taxation is 
wrong in principle. It has heretofore been necessary in this 
country because of our dual form of government. It was nat­
ural and proper that the securities of the States could not be 
taxed by the Federal Government and that tbe securities of the 
Federal Government could not be taxed by the States. But thls 
fundamental and necessary principle under ou.r system of gov­
ernment has become so abused and has led to such an exten­
sion of tax-exempt property, both under the Federal Govern· 
ment anu under the States. that it has, in my judgment, become 
a positive menace to the Hepul;>l~c. 

Congress has exempted securities issued under the authority 
of the Feclerul Government for this reason or for that, and often 
as a favor to one class or anotheJ.', until there are now and 
will continue to he increasing groups or cl.a. .ses of our people 
who will demand exemption from taxes. 

The whole system is wrong in ptinc-iple, and, I think, will 
some day tbreaten the existence of the Republic, and it will 
only be a short time until the people of this country will ari e 
and demand that the principle of ta~ e:x:emrtion be abolished and 
the practice be disconti.l)ued. • 

I voted in fa.Yor of the re olution for a constitutional amend­
ment to prohibit tbe issuance of tax-exempt securities, and I 
predict that it will only be a short time until our Democratic 
friends a,nd the others who voted against that resolution will 
regret it. It is wholly inconsistent, I think, with a continu­
ance of our graduated income-tax system, and has become a 
national evH. 

One of the most potent and direct causes of tbe French 
Revolution was the evil of tax exemption. Under the French 
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system the property ~f the clericals and of the nobles was by 
law exempt from taxation. Every effort to compel the clericals 
and the nobles t:o bear tbeir just part of the burdens of the Gov­
ernment proved futile. The poorer people had to bear all the 
burdeus of government ; they W<'re reduced to desperation and 
starvation and they finally rose in revolt. It was a revolt 
against unbearable conditions, and chief among these was the 
fact that the nobility and the clergy were wholly exempted from 
taxation. 

I do not believe that the rich should be exempted from taxa­
tion or should have the privilege of investing their wealth in 
tax-exempt property. It should be stopped by a constitutional 
amendment and Congress should never authorize the issuance 
of any more tax-exempt securities. We should stop their issu­
ance and should eliminate from this country just as rapidly as 
can be done under our constitutional limitations all forms of 
tax-exempt property. 

Let me illustrate briefly what I consider to be the unfairness 
as well as the evil of the graduatf'd income tax, :rnd this un­
fairness and evil increases in my judgment in proportion as the 
surtaxes are increased. 

I find in consulting tbe pamphlet issued by the Treasury 
Department on income-tax statistics that for the year 1921 
tbe States of New York, Pennsylvania, and Illinois paid in the 
aggregate a little over $364,000,000 in personal income taxes. 
The total personal income taxes collected from all the States 
in the same year were $719,387,000 plus. So that the three 
States of New York, Pennsylvania, and Illinois together paid 
something more than half of the tot.al personal income tax of 
the country, and yet those States had but 6 of the 48 Senators 
and but 106, or some less than one-fourth, of the total number of 
Representatives. 

I find that the States of New York, Pennsylvania. Illinois, and 
Massachusetts together paid $349,852,000 plus in corporation 
income taxes for the year 1921, whereas the total corporation 
income taxes collected from all of the States was $701,575,432. 
So that those four States alone contributed practically as much 
of the corporation income taxes as were contributed by all of 
the other 44 States, and yet they only had 8 Senators out of 
the 48, and 122 out of the 435 Representatives. 

I find that the State of Rhode Island, which only has 3 
Representatives here in this House, paid $8,448,000 in corpora­
tion income tax for that year, while the State of Minnesota 
contributed practically the same amount, or $8,476,7·50, and 
bas 10 Representatives in this House. In other words, Min­
nesota has over three times as much representation in this 
law-making body as the State of Rhode Island, but contributes 
substantially the same amount in corporate income taxes. 

Rhode Island paid in personal income surtaxes in 1921, $6,-
645,219 and had but 3 Members in this House; while Texas 
paid but $4,832,438 and had 18 Members here. Ohio paid 
$19,435,319 and had 22 Members in the House. Oklahoma 
paid but $1,544,875 and yet had 8 Members here. North 
Dakota paid only $93,6D8 but had 3 Members. So Rhode 
Island paid 71 times as much of the personal surtaxes col­
lected that year as did North Dakota, but only had the same 
number of Members in tbe House. Arizona paid only $96,798, 
or about one sixty-sixth of the amount paid by Rhode Island, 
but had one-third as much representation in this House. 

I might go on and cite any number of similar illustrations 
showing that under our prevailing income-tax system the 
States are not and can not ba repre ented in the legislative 
branches of our Government in anything like the proportion 
they bear of the burdens of the Government. 

No student of affairs can deny that that is an evil and con­
tains such possibilities for abuse as to constitute a real danger 
to the Republic. 

Those States which contribute practically nothing, or only 
a small pnrt of the tax burdens of the country, will always 
11ave a decided majority in the Senate and the House of Repre­
sentatives, and therefore they will have it in their power, if 
they should choose to do so, to increase the tax burdens on the 
others until they amount to a confiscation. And if the time 
comes that a majority in this House and in the Senate should 
be of the same political opinion as is that of a smap group 
in the House and in tl1e Senate at this time\ I have no doubt 
that our income-tax system will be so abused and I fear it 
will be used as a mask to confiscate the wealth of the mi­
nority. 

Our forefathers were willing to sacrifice all and fight to 
prevent taxation without representation. Under our system 
of a highly graduated income tax we now have representa­
tion without taxation, and I regard that as an evil second 
only to taxation without representation. 

I hope that a spirit of moderation may guide us and that 
Congress may get rid of all war taxes just as rapidly as can 
be done and that our income-tax schedules may be reduced 
just as low as possible consistent with the financial needs of 
the Government. 

Mr. GREEN of Iowa. Mr. Chairman, at tl1e close of the gen­
eral discussion o'.f the bill I want to say that I have observed 
that in the heat of debate there has been a considerable amount 
of personalities flung about. Gentlemen are aware that, so far 
as I am concerned, I never indulge in personalities that in any 
way reflect upon any Member unless he first pounces on me. 

The gentleman from Texas [Mr. GARNER], in opening the dis­
cussion on the bill, made some reference to myself, but what he 
said later on indicated that what he had said at the beginning 
was entirely in a facetious vein, and therefore I will reply to it 
in that same manner. He said something with reference to my 
courage. I shall have to admit that I have not as much courage 
as the gentleman from Texas. I have not the courage or the nerve 
to bring into this House a bill to plunge th~ Treasury into a 
deficit of $200,000,000. [Applause.] That is what might be 
called " the valor of ignorance." 

So far as the gentleman from Missouri [Mr. HAWES] is con­
cer:i;ied, who paid so much attention to me in the course of his 
remarks, I have not the slightest feeling against him. On the 
contrary, I am disposed to say that I sympathize with him in bis 
situation at this time, when he bewails tbat he is not allowed to 
vote his views, being tied down by the Democratic caucus. 
From what he says, apparently he believes that a Member of 
this House must be either a slave to a caucus or a rubber 
stamp for the administration. I decline to be either, and I 
will leave the gentleman to flounder in the morass into which 
be bas fallen and to make bis explanations, if he can, to his 
constituents. If they accept his explanations, they are less 
intelligent that I thought they were. · [Applause.] 

Mr. Chairman, I demand the reading of the bill. 
The CHAIRMAN. The Clerk will read the bill for amend­

ment. 
The Clerk read as follows : 
Be it ena-cted by tlle Senate and HoUJJe of Represen.tatives of the 

United States of America in Congress assembled, 

TITL!il I.-Gl!INER.AL DEFtNITIONS. 

SECTION 1. This act may be cited as the " Revenue act of 1924." 

l\fr. GREEN of Iowa. Mr. Chairman, I ask unanimous con­
sent that section 2, which is all definitions, be read in its en­
tirety before amendments are offered. 

l\Ir. FREAR. Right in that connection, in connection with 
that, l\1r. Chairman, I wish to offer an amendment. 

The CHAIRMAN. The gentleman from Iowa asks unani­
mous consent that section 2 be read in its entirety. Is there 
objection? 

Mr. GREEN of Iowa. And that after its reading an amend­
ment to its provisions may be offered. 

l\fr. GARRETT of Tennessee. Does the gentleman mean 
that it shall be read as a section rather than by paragraphs? 

Mr. GREEN of Iowa. Yes; but amendments may be offered 
to any paragraph when the reading is completed. But I will 
withdraw the request if there is going to be any objection. 
l\Ir. Chairman, I withdraw the request, and ask that the Clerk 
read. 

l\1r. CHINDBLO~L Mr. Chairman, I would like to make a 
parliamentary inquiry as to the change of the rule made some 
time ago with reference to a revenue bill Should a revenue 
bill now be read by sections or by paragraphs? 

The CHAIRMAN. The Chair is of opinion that it should be 
read by paragraphs. 

Mr. GARRETT of Tennessee. Of course it should be read 
by paragraphs; but does the gentleman from Illinois know that 
the so-called change of the rule did not in any way affect a 
revenue bill or its reading? 

Mr. CHINDBLOl\.L Mr. Chafrman, may I propound a fur­
ther inquiry for information? As I understand it, a revenue 
bill now stands on the same basis as any -0ther piece of legisla­
tion brought into the House. Would the Chall' care to express 
an opinion on that? 

The CHAIRMAN. That is the general opinion of the Chair. 
Mr. GARRETT of Tennessee. If the Chair will permit me, 

it has now exactly the same status that it has had heretofore. 
Mr. OHINDBLOM. Before the adoption of the Underwood 

rule? 
Mr. GARRETT of Tennessee. Certainly. The Underwood 

rule did not affect a revenue bill at all. This is a tax bill. It 
did affect tariff bills. 
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Tl.le CHAIRllA.N. The Clerk will read. 
The Clerk read as follows: 
(f) The term " shareholder " includes a member in an association, 

joint-stock company, or insurnnce company. 

l\fr. FREAR. l\lr. Chairman, I offer an amendment as sub­
division (g). 

The CHAIRMAN. The Clerk will report the amendment 
offered by the gentleman from Wisconsin. 

The Clerk read as follows : 
Amendment offered by Mr. FREAR: Insert after line 12, page 4, a new 

subdivision "(g). The term 'taxable income from whatever source 
derived ' shall include all incomes received from every source, including 
Federal, State, and municipal securities, except where specifically ex­
empted by act of Congress, and shall be laid and collected the same as 
all other taxes." 

l\Ir. GARRE'l"'T of Tennessee. Is the gentleman from Iowa 
going to reserve a point of order? 

l\lr. GREEN of Iowa. Ye ; I will reserve a point of order. 
I do not think it is germane. 

The CHAIRMAN. The gentleman from Iowa reserves a point 
of order. Tlle gentleman from Wisconsin is recognized. 

Mr. FREAR. Mr. Chairman, I have submitted this amend­
ment to parliamentarians. who have advised me that it is 
aermane, und I am hoping it is, although I will admit the 
phraseology may be subject to amendment. 

Mr. BLACK of Texas. Mr. Chairman, I think this amend­
ment is such an important one that we might as well thrash 
out the point of orde1· right now. If it is in order there are 
others of us who want to speak in favor of the amendment, I 
um ·ure. However, I <.lo not wish to interrupt the gentleman 
if he would prefer to make a statement now. 

Mr. FREAR. I will make just a brief statement in regard to 
it an<.l then the point of order can be discussed, if the House 
so desires. · 

We have recently s11ent two or three days in the discussion 
of a constitutional amendment to exempt tax-free securities. 
It was conceded on all sides that even though that amendment 
should be adopted in a few years it would not reach securities 
which are in existence to-day-that is, municipal bonds and 
other bonds which. have been sold heretofore-in other words, 
it would not destroy the opportunity for tax evasion which bas 
been. complained of as to those who should pay high surtaxes 
but who ·eek that means of investing their money. For that 
rea · u thi ~ amendment is offered at this point; that is, for the 
purpo ·e of calling the attention of the Secretary of the Treasury 
to the fact that these bond:" are to be taxed. 

The Supreme Court, as I have stated before-and I have in­
serted briefs in the RECORD fram eminent men as well as letters 
from the men who tried tlle nearest case in the Supreme Court 
of tile United State -has nevel' decided this question. In view 
of that fact, and in view of the ilifficulty of presenting a special 
lJill covering the subject, it occurs to me that the best means 
of trying out the question is to place it right here in the bill, 
and then at the conclusion of the bill, if gentlemen desire to 
put anything in the bill regarding the constitutional effect of 
tlle terms of fhe' bill, that can be done without affecting the 
bill proper. 

Mr. ROSFJNBLOOl\1. That is already in the bill. 
1\Ir. FREAR. Then there will not be any difficulty in that 

respect. I have made no particular preparation for getting 
this before the House, because it comes so early in the bill, and 
I do not care to take up too much time of the committee ; but 
r ha>e asked to have the amendment inserted at this point in 
the bill as the proper place and only proper place. As I have 
said, the phraseology may be changed by amendment, if the 
House so chooses. 

Before I drafted the amendment I dlscussed it with the 
gentleman who is the parliamentarian for our committee-a 
very able man and formerly parliamentarian of the House 
[l\Ir. CmsP], whom we all respect; I do not know whether be 
is here, becau e I have been too busy to ascertain. But · he 
told me that in his judgment it could unquestionably be in­
serted at this point; that it was germane, was proper for dis­
cus ·ion, an<.l was a proper amendment to offer. 

I will not discuss the merits now, because the question is 
familiar to all of you, except to say that it will reach the 
$20,000,000,000 now in existence or whatever amount it may 
be. without waiting, as we proposed heretofore, for a consti­
tutional amendment. If this amendment is adopted, it will 
then be for the Supreme Court to decide whether or not it 
is constitutional. 

Mr. HASTINGS. Mr. Chairman, this is such an important 
amendment that I think we should have it reported again. 
~he Clerk again read the amendment. 

l\fr. GREEN of Iowa. Mr. Chairman, I make the point of 
order that the amendment is not germane to the part of the 
bill to which it is offered. I call the attention of the Chair­
man, first, to the fact that there is no such expression as "tax­
able incomes " contained in the bill. On pages 34 and 35-which 
show all of the items that are to be included as income under 
the bill-gross income is defined; it is defined in section 213. 
The proper place for the amendment to be offered is on one of 
those pages. I have no disposition to preYent the gentleman 
from Wisconsin from presenting his amenument at the proper 
time and in the proper way, although not in the form he now 
has it, which would be on page 35. by striking out certain 
expressions at the bottom of page 35 which now exempt the 
items which be seeks to have taxed as income, and inserting 
a provision such as he now presents. . 

Mr. FREAR. I believe that is a perfectly proper suggestion. 
I bad not realized that gross income is referred to here, and 
I a ccept the gentleman's suggestion unless there is objection. 

Mr. GARNER of Texas. Let me call -the attention of the gen­
tleman from Wisconsin to one point. Of course, I think the 
proposition should be reached on page 35, but in the administra­
tion of this law, if the Attorney General should render an opinion 
to the Treasury Department to the effect that the income from 
State and municipal bonds is not taxable, then the mere strik­
ing out of the pro\'"ision on page 35 would not make them sub­
ject to taxation, because the ruling of the Trea:sury would 
defeat the proposition. Now, if tbe gentleman from Wisconsin 
wants to direct the Treasury Department, in spite of an opin­
ion by the Attorney General, to levy a tax: upon such incomes, 
I think bis amendment in some form is necessary, because the 
gentleman will recall that in the discussion of this matter in 
the committee we asked the representatirn of the Treasury 
Department whether, if we omitted the provision exempting 
State securitjes, they would impose the tax, and he said they 
would not, because the Attorney General would advise the 
Treasury Department that such a tax was not constitutional. 
So if the gentleman wants to reach that, in spite of the ruling 
of the Treasury Deparment, I think his amendment ought to 
go in on page 35. 

Mr. HILL of Maryland. A parliamentary inquiry, Mr. 
Chairman. 

The CHAIRMAN. The gentleman will state it. 
l\Ir. HILL of Maryland. Mr. Chairman, would it be in order 

here to offer a ·ubstitute for the gentleman's amendment and 
have it ruled on at the same time as to being in or cl er? 

Mr. FREAR. If the gentleman from Maryland will yield, let 
me offer a perfecting amendment. 

Mr. GARNER of Texas. If the gentleman will permit, it has 
been suggested that tbe gentleman from Wisconsin can reach his 
objective by inserting on page 35 an affirmative proposition, 
and if the House should adopt that, then of course the Treas­
ury Department will act accordingly. I ;mderstand from the 
expert draftsman, Mr. Beaman, who is with the chairman now, 
that the proper place for this amendment, if the House desires 
to adopt it, would be on page 35, as an affirmative proposition. 
With that understanding, I think the gentleman can forego his 
amendment here. 

Mr. FREAR. I withdraw the amendment. 
Mr. BLANTON. l\fr. Chairman, will the gentleman withhold 

that just a moment? 
Mr. FREAR. Yes. 
The CHAIRMAN. For what purpose does the gentleman 

from 'l'exas rise? 
Mr. BLANTON. I want to be heard a moment on the pend­

ing point of order made by the gentleman from Iowa [l\Ir. 
GBEEN]. 

l\Ir. CHINDBLOl\L l\lr. Chairman, I make the point of order 
that if the gentleman wants to withdraw the amendment, it is 
unnecessary to discusi, it. 

Mr. FREAR I am withholding that for one moment. 
The CHAIRMAN. The gentleman from Texas is recognized. 
l\Ir. BL1tNTON. I want to suggest to the Ohair that we have 

four pages of defintions, first general definitions and then 
definitions beginning on page 3, under general provisions, and 
I want t-0 suggest to the gentleman from Wisconsin that if 
he desires this to go into the bill and become the law his defini­
tion ought to go in right where he offers it and nowhere else 
in the bill. It follows all of the other definitions, and if he 
expects to get relief a long the line he is now suggesting he 
ought not to withdraw this amendment. It is not subject to a 
point of order. It is a definition that comes as a matter of 
right under these four pages of definitions, and I hope the gen­
tleman will not withdraw it. 

l\Ir. FREAR. Mr. Chairman, I ask that I may offer the addi­
tional words, after the word " term," " gross income includes,'~ 
as a perfecting amendment, so that it will read "the term 
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'gro s income' includes taxable incomes from whatever source 
derived," and so forth. 

The CHAffiMAN. The gentleman from Wisconsin asks 
unanimous consent to modify his amendment in the manner 
indicated. Is there objection? [After a pause.] The Chair 
hears none. Tlrn gentleman from Wisconsin offers a perfecting 
amendment, and the Clerk will report the amendment as sough~ 
to be modified. 

The Clerk again reported the amendment as modified by the 
perfecting amendlm~nt. 

Mr. GREEN of Iowa. Mr. Chairman, I renew the- point of 
order. The term " gross income " is found on page 34 of the 
bill, and that is the place where this amendment should be 
offei:ed. 

The CHA.IR1!AN. Does the gentleman from Iowa desire to 
be heard on the point of order? 

M~. GREEN of Iowa. I do not think it is necessary to argue 
the point. 

Mr. GARNER of Texas. lUr. Chairman, I want to disagree 
with the gentleman from fowa. A matter of definitions can 
be inserted anywhere in this bill. Merely because it would 
come in at a different point and make it more artistic or more 
in line with a particular section under consideration does not 
alter the fact that you can undoubtedly insert in any portion 
of this bill a definition, and that is all the gentleman from 
Wisconsin undertakes to do-that is; to define some particular 
term that is used in the bill, and he defines the term u gross 
income." That certainly would be in order at any portion of 
this bill. If the committee can not insert a definition, then a 
point of order could be made against about 75 per cent of this 
bill, because about 75 per cent of it is definitions of various 
kinds, including gross income, deductions, and miscellaneous 
matters. 

Mr. GREEN of Iowa. The proposition of the gentleman from 
Texas is that when the bill specifically covers a subject in 
some part of it that anybody can offer an amendment anywhere 
they want to and put it in the bill at any place, no matter 
whether the bill specifically refers to it or not. 

M1~. GARNER of Texas. I submit, Mr. Chairman, it is in 
order to offer it anywhere you want to. The committee might 
not want to insert it at this particular place because it might 
not be in the best of form, but they have a right to insert a 
definition in any portion of the bfil I think undoubtedly that 
is the purpose of the committee. 

l\fr. GARRETT of Tennessee. Mr. Chairman, will the gen­
tleman from Texas yield? Do the definitions that go before 
change existing law? 

Mr. GARNER of Texas. Oh, yes; the definitions,. of course, 
change existing law. That is the object of this bill-to change 
existing law-and these definitions are amendments of the ex­
isting law. You will find throughout this bill changes of defi­
nitions from the present law. That was one of the objects of 
the bill. 

The CHAffi~IAN. The Chair is ready to rule on the matter. 
The rule has always been, ever since 1822, and has been re­
peatedly held by succeeding Speakers and Chairmen from that 
time, that amendments to be germane must not only be germane 
to the subject matter of the bill but also to the paragraph where 
offered. That is the rule now. This particular part of the bill 
ls headed "Definitions," and thus far in the reading certain 
terms are defined-for instance, "fiduciary," "withholding 
agent," "paid or .incurred, n "stock," and "shareholder "-giv­
ing a definition of the terms as they are used in the bill. 
When this amendment was first presented, the Chair on hearing 
it read was of the opinion that it was a definition and therefore 
proper nnd germane at this time. That would be true if it 
were not for the closing language o:f the amendment, " and shall 
be laid and collected the same as all other taxes." l\Ianifestly 
this goes beyond a definition and imposes a tax:, or attempts to 
impose a tax. If so~ and if it is germane to the subject matter 
of the bill, upon which the Chair will ·1!-6t pass at this time, it 
ought to be offered to some other section. If the amendment 
were without this language it would be proper at this time. 
Having this language in it, the Chair is of the opinion that it 
is subject to the point of order, and therefore sustains the 
point of order. 

Mr. FREAR. llr. Chairman, I offer another amendment. 
The CILU.Rl\!.A..l~. The gentleman from Wisconsin offers an 

amendment, which tbe Clerk will report. 
The Clerk read as follows : 
A.men-dment offered by Mr_ FltE..llt: Insert, after line 12., page 4, a 

new subalvision : "(g) The term ' gro s inctime, including, taxable in­
comes fr m whatever ource derived,' shill include net incomes receiTed 
from every source whatever, including Federal, State, and municipal 
securities, except where specifically exempted by act of Congress.'~' _ 

Mr. FREAR. That complies, Mr. Chairman, with the sug· 
gestion which came from the Chair. 

Mr. HILL of Maryland. I offer a substitute for that amend­
ment. 

The CHAIRMAN. The gentleman from Maryland offers a 
substitute, which the Clerk will report 

The Clerk read as follows: 
. Amendment offered by Mr. HILL of Maryland as a substitute to 

the amendment offered by Mr. FREAR : Page 4, line 12, add : 
"(g) The term 'taxable income' shall include and the United 

States shall have power to lay and collect taxes on income derived 
from securities issued, after the passage o:f thls act, by or under 
the· authority of any State, but without discrimination against in· 
come derived from such securities and in favor of income derived 
from securities issued, after the passage of thls act, by or under the 
authority of the. United States or any State. 

"(h) Each State shall have the power to lay and collect taxes on 
income derived by its residents from securities issued, after the 
passage of this act, by or under the authority ot the United States; 
but without discrimination against income derived from such securi­
ties and in favor of income derived from securities issued, after- the 
passage of this act, by or under the authority of such State." 

Mr. MADDEN (interrupting the reading). Mr. Chairman, 
I make a point of order against the amendment. 

The CHAIRMAN. The clerk has not finished the reading 
of the amendment. 

Mr. MADDEN. I have. heard enough reading,, Mr. Chair· 
man, to know what it is abouL 

The CHAIRMAN. The Cl-erk will conclude the reading 
of the amendment 

The Clerk concluded the reading of the amendment.. 
Mr. GREEN of Iowa. l\Ir. Chairman, I make the point 

of order that the matter is not germane to the section, or 
to the paragraph, or to the amendment.. 

The CHAIRMAN. The point of order is sustained. 
Mr. BLACK of Texas rose. 
The CHAIRMAN~ For what purpose does the gentleman 

rise? 
l\fr. BL.A.CK of Texas. Mr. Chairman, I am going to support 

this amendment because I believe it was clearly the intent of the 
States when they adopted the sixteenth amendment, and it was 
clearly the intent of Congress when it submitted the amend­
ment, that income from whatever source det·ived shall be taxed. 
The early case of Collector against Day, decided in 1871, held 
that the salary of a State official could not be taxed as income 
notwithstanding there was no prohibition against it in the 
Federal Constitution. . • 

Of course, in the brief time I now have at my disposal I 
would not have time to review the reasons advanced by the 
court In the case of Pollock against The Farmers' Loan & 
Trust Co., a decision of very much later date, two propositions 
were decided. One was that the income tax levied upon in­
come from property was a tax against the property itself and 
therefore a direct tax, and that no direct taxes could be levied 
by Congress unless they were apportioned among the several 
States according to population. TOO court also held in that 
case as another and separate principle that the income from 
State and municipal securities was not taxable. Therefore 
what were the propositions that Congress sought to cure by 
submitting the sixteenth amendment? There was two as I see it. 
One was that in the levying of income taxes Congress must 
observe the rule of apportionment as pr()vided in the Constitu­
tion for direct taxes. Another was th.at the power of Congress 
to tax. income was limited as to certain sources of income by 
reason of the decision in the case of Collector against Day, and 
by reason of the decision in the ease of Pollock against The 
Farmers:' Loan & T.rust Co. Therefore what is the reading Qf 
tbe amendment by which we sought to cure those two things 
which had arisen by the decisions of the Supreme Court? 
Here is the language of the amendment : 

That Congress shall have power to lay and collect taxes on incomes, 
from whatever souree dertved, witliout apportionment among the 
several States, and without regard to any census or enumeration. 

Now, why have we the right to assume here, why should we 
indulge the speculation that Congress sought by that language 
to correct only one of the things which had prevented the tax­
ing of incomes? 

:Mr DENISON. Will the gentleman yield? Mr: BLACK of. Te:x:a.s. I regret I can not yield to my 
friend· I have only five minutes. I submit this to any fair­
minded man in the House that if Congress had intended 
only to correct one phase of the income-tax question which 
existed at that time, to wit, the mutter of apportionment of the. 
tax, the amendment need only have .read as follows: "The Con-
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grr. ·s shn 11 b:i ve poVi·er to lay and collect taxes on incomes with­
out nvportionment aruong the several States, and without regard 
to n1 v cen. H<I or ~nnmeration." 

As' a matter of fact, gentlemen, the original form of the 
amendment was in the language which I have just suggested. 
I do not mean as passed by Congress and submitted to the 
States, but I mean as the amendment was originally drafted. 
But when it was presented to Congress in its final form for 
~1tl1m·::. ion to tlll' States. it carried the language "incomes 
from whatever source derived." · 

If these comprehensive words do not include all classes of 
income, including the income derived from State _and munici­
pal securities, t hen what was the purpose of usmg them at 
all? 

I will admit that the Supreme Court in some cases which 
have been <lecided since the adoption of the sixteenth amend­
ment, notably the case of Evans against Gore, has by obiter 
dictum ex.-pressed as the view of the court that the power 
of Congress to tax was not broadened, in so far as the clas­
!'ilw11 ti "n of inC'o11.es is concerned, by the sixteenth amend­
ment, but that it was only given the authority to levy the 
t :i x withont npp01tionment among the State . The case of 
Evans against Gore did not decide the exact point in ques­
tion, and I nm in favor of putting the matter up to the court 
ngnin for its decision. Chief Justice Marshall in one of his 
celebrated cases lays down the correct rule as to the weight 
which should be given to obiter dictum. He says: " It is a 
ma ·im not to he disregarded that general expressions are to 
be taken in connection with the case in which those expres­
sions are used. If they go beyond the case, they may be. 
respected. but ought not to control the judgment in a sub­
sequent snit wl.en the very point is presented for decision. 

The CHAIRMAN. The time of the gentleman from Texas 
has expired. 

1\Ir. GARRETT of Tennessee. I ask that the gentleman's 
time be extended five minutes. 

Mr. GREEA · of Iowa. Does the gentleman realize when 
we are going to get through if time is extended in that way? 

The CHAIRM N. Is there objection to the request of the 
gentleman from Tennessee? 

There was uo olJjection. 
:Mr. GARRETT of Tennessee. As the amendment reads it 

includes taxable incomes from whatever source-Federal, State, 
and municipal securities, except where it is specifically ex­
empted by act of Congre s. Does the gentleman from Texas 
mean that he is willing to permit without any action at all on 
the part of the State or municipalities taxation of securities 
that they issuer 

Mr. DLACK of Texas. I will say to the gentleman from 
Tennessee--

Mr. GARRETT of Tennes ee. This is entirely different from 
the amendment to the Constitution. 

Mr. BLACK of Texas. The position I take is that it was 
the intent of the sixteenth amendment to give Congress the 
power to tax income from all sources. As I understand the 
amendment propoi:::ed by the gentleman from Wisconsin it 
simply says that in the term " taxable income" shall be in­
cluded income from Federal, State, and municipal bonds. 

l\lr. GARRETT of Tennessee. Except where specifically ex­
cepted by act of Congress. It is an entirely different proposi­
tion from e\en the constitutional amendment that was voted 
on the other day. This puts, or attempts to put, in the actual 
control of Congre s the taxation of securities without any re­
ciprocal rights. 

l\lr. BLACK of Texns.· As I have just called attention this 
pending amendment is n<~t like a constitutional amendment; 
it is simply a definition of what shall be included in taxable 
income, and if it does not set out any exemptions in the law, 
there would not be any. 

Mr. GARRETT of •.rennessee. If the gentleman will permit, 
it does pro...-ide-and, of course, if we vote for it, we will pro­
ceed upon the ground that it is constitutional-it does provide 
that the Congress may or may not exempt income from securi­
tie issued by the State, county, or municipality from taxation. 

Mr. BLACK of Texas. That would be surplus language, as 
I understand. It would not have any effect on any of the con­
stitutional powers of Congress. 

Mr. GARNER of Texas. Mr. Chairman, will the gentleman 
from Texas yield to a suggestion? 
. Mr. BLACK of Texns. Yes. I gladly yield to my colleague. 

Mr. GARNER of Texas. This definition in this bill applies 
to the rates that are in this bill. 

Mr. BLACK of Texas. Surely. The definition could not 
possibly have application to any other. 

Mr. GARNER of Texas. And it is a definition and refers 
to the rates that are fixed in this bill, applying to that particu­
lar income. It does not add a thing in the world to the power 
of Congress, except to le-ry the taxes in this bill again t the 
particular income referred to. 

l\Ir. BLACK of Texas. That is the way I understand it. 
Mr. 1\T])WTON of Minnesota. :\Ir. Chair.mun, will the gentle­

man yield? 
Mr. BLACK of Texas. Yes. 
Mr. 1\T])WTON of Minnesota. I sympathize witll the views 

of the gentleman. I talked somewhat about this a week ago. 
The definition as submitted here by the gentleman from Wis­
consin [Mr. F&EAB] would take in all municipal. State, and 
National securities, so that where a State has sold lts securi­
ties with an express provision that they sllall be free from 
taxation, the income from tho e bonds would be subject to tax. 

Mr. BLACK of Texas. As I understand it, no State writes 
into its bonds any exemption except as to State taxes. Of 
cour e, this amendment proposed by the gentleman from Wis­
consin does not undertake to interfere with any State tax, and 
no State, so far as I know, has ernr taken the liberty to write 
into its bonds a statement that the bond is exempted from 
Federal taxation. The bond buyer may, under the obiter 
dictum of the Supreme Court in the case of Evans against 
Gore, and other cases, buy with the expectation that it is be­
yond the power of Congfess to tax the income from such 
securities, but he bas no possible guaranty to that effect, any 
more than I have a guaranty or any other property holder has 
a guaranty that his property will never be taxed at a higher 
rate. 

The CHAIRMAN. The time of the gentleman from Texas 
has expired. 

1\Ir. GREEN of Iowa. l\Ir. Chairman, I rise in opposition to 
the amendment. Gentlemen of the House will recognize at 
once that this amendment goes far beyond anything contained 
in the proposed constitutional amendment ·which was before 
this House a few days ago and voted down. It would put 
immediately under all of the taxation provisions of this bill 
State bonds. municipal securities that had been issued on the 
faith and credit that they were exempt from taxation-some­
thinu I never proposed, although I very strongly supported the 
constitutional an1endment, and something which I do not think 
ought to be done under any circumstances. 

l\Ir. l\IOORE of Virginia. l\Ir. Chairman, will the gentleman 
yield? 

Mr. GREEN of Iowa. Yes. 
l\1r. MOORE of Virginia·. Would it not certainly give the 

Government of the United States the right to tax the income 
from any State or municival securities now in existence or 
hereafter issued? 

Mr. GREEN of Iowa. Yes; and it would do more. 
Mr. MOORE of Virginia. And at the same time put the 

Federal Government in a position, if it so desir d, to relie\e 
it· own securities absolutely from being subject to taxation. 

l\Ir. GREEN of Iowa. It could either tax its own securities 
or not tax them, but it would immediately put under taxation 
all of the Rtate and municipal securi~ies that had been issued. 

Mr. FREAR. The gentleman doe not mean that it would 
tax the bonds but the incorue derived from the bonds. 

Mr. GREEN of Iowa. I accept the correction of the gentle­
man from Wisconsin. It would ta,--c the income from the State 
and municipal bonds already issued. It would immediately 
put them under taxation fixed in this bill. Mr. Chairman, I 
do not care to discuss this case of Evans against Gore or the 
numerous cases of the Supreme Court wllich have decided that 
the sixteenth amendment did not ad<l any new subject to those 
heretofore specified for taxation under the Constitution but 
simply provided that hereafter income taxes could be levied 
without apportionment. 

While I did not agree with that decision at all, at the same 
time there was much to be said in favor of the position which 
the court took. It was this: That the United States always 
had tbe power to levy an income tax by apportioning it among 
the several States. For that reason it is said the words " from 
whatever source derived" in the amendment meant nothing, 
that the force of the amendment all turned upon the expres­
sion " without apportionment among the several States," which 
was the only additional power needed, and that the on1y effect 
of the amendment was to do away with the necessity of appor­
tionment . 

This decision was not dicta. The Supreme Courit in Evans 
against Gore proceeded in the first place to determine w.hether a 
constitutional amendment was necessary in order to levy a tax 
on the salaries of Federal judges. They decided thait a conatit'!: 
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tional amendment wa · necessary. That brought it up to the 
point where it was necessary to determine whether the sixteenth 
amrndment cmTered the case, ruid the court said that it did 
not. Why? Because it involved a judge's salary? No; but on 
the principle that the sixteenth amendment did not extend the 
authority of Congress to any new or additional subjects of 
taxfittion. 

Ir. 100RE of Virginia. And the gentleman has noted the 
fact that the Supreme Court in rendering its decision in the 
Evans-Gore case referred to and reviewed all of the authori­
ties which have been cited by the gentleman from Texas [Mr. 
BLACK) this morning. 

l\Ir. GREEN of Iowa. Oh, yes; and others, because that same 
principle had been asserted in several other cases-the Brush­

. aber case, for example. It also reviewed, as the gentleman 
from Virginia [Mr. l\IooRE) says, the cases which were thought 
to lean toward a contrary view. 

l'ilr. GARNER of Texas. l\Ir. Chairman, will the gentleman 
yield? 

l\Ir. GREEN of Iowa. Yes. 
l\Ir. GARNER of Texas. If I understand the difference be­

tween this proposition and the proposed amendment to the 
Constitution it is this: That if the amendment of the gentle- · 
man from Wisconsin should be adopted, the Congress would 
undertake to tax at the rates specified in this bill the income 
from State and municipal bonds. 

1\Ir. GREEN of Iowa. All of them. 
l\1r. GARNER of Texas. Now existing or in the future to 

be issued. 
l\Ir. GREEN of Iowa. Certainly. 
1\Ir. GARl\TER of Texas. And the gentleman's amendment to 

the Constitution proposed to tax those issued in the future? 
l\Ir. GREEN of Iowa. Yes. 
l\1r. GARNER of Texas. Was it not the opinion of the gen­

tleman from Iowa that Congress had that power? 
Mr. GREEN of Iowa. It was until the decision in the case 

of Evans against Gore. 
Mr. GARNER of Texas. I know that the gentleman from 

Iowa was very anxious that these incomes should be taxed. 
Since the Supreme Court has not specifically decided that 
question and it is still a debatable one, why not gi\e them a 
chance to pass upon it now? [Applause.] 

The CHAIRMAN. The time of the gentleman from Iowa 
has expired. 

Mr. GREEN of Iowa. Mr. Chairman, I would like to have 
two minutes. 

l\Ir. GARNER of Texas. Mr. -Chairman, I ask for recognition 
for the purpose of answering the gentleman. 

Mr. GREEN of Iowa. Mr. Chairman, I ask for two minutes 
additional. 

The CHAIRMAN. The gentleman from Iowa asks unani­
mous consent to proceed for two minutes. Is there objec­
tion? 

There was no objection. 
1\Ir. GREEN of Iowa. I will undertake to make clear to 

the gentleman from Texas [Mr. GARNER) that the Supreme 
Court did decide that question and decided it just as expressly 
and as positively as it could, and I have never found a lawver 
that I could sit down for an hour with whom I could not 
convince that it bad that effect. The decision is not an obiter 
dicta. It had to decide the question, and it decided it in a 
broad and sweeping manner. 

Mr. BLACK of Texas. The principle contained in the Evans­
Gore case was that there was a conflict between the two pro­
visions of the Constitution, to wit, the sixteenth amendment 
and that provision which prohibited the Congress from dimin­
ishing the salary of a Federal judge during his term of office. 
Was not that it? 

Mr. GREEN of Iowa. That is not the effect of it. Evi­
dently the gentleman has not read it recently. 

The CHAIRMAN. The time of the gentleman from Iowa has 
expired. 

Mr. HILL of l\Iaryland. 1\Ir. Chairman, the question under­
lying the debate is whether the sixteenth amendment means 
what it says. It says: 

'I'he Congress shall have power to lay and collect taxes on incomes 
from whatever source derived, without apportionment among the l: -·veral 
States, and without regard to any census or enumeration. 

The case of Evan·t aga~ ·1st Gore is conceded to be the con­
t .rolling case on the interpretation of this amendment. The 
<:onflicting views on this case have just been expressed by the 
gentleman from Texas [Mr. BLACK] and the gentleman from 
Iowa [Mr. GREEN J. as follows: 

LXV--172 

Mr. BLACK of Texas. The princ.iple contained in the Evans-Gore case 
was that there wa a ~onflict between the two provisions of the Con­
stitution, to wit, the sixteenth amendment and that provision which 
prohibited the Congress from diminishing the salary of a Federal judge 
during his term of office? Was not that it? 

Mr. GREE~ of Iowa. That is not the effect of it. Evidently the 
gentleman has not read it recently. 

Having read the case of Evans against Gore several times in 
the last few days, I would like to say to the gentleman from 
Texas [1\fr. BL.A:CK] that, in my opinion, his interpretation of 
the decision in the case of Evans against Gore is correct. 
There were two provisions in the Constitution that were in 
conflict, and what the court decided in the case of Evans 
against Gore was that the sixteenth amendment did not wipe 
out the former provision. T::ie Supreme Court did not decide 
the sixteenth amendment does not mean what it says as to in­
comes from securities. 

l\lr. BI ... ACK of Texas. And l\Ir. Justice Holmes rendered a 
dissenting opinion to the ef:Iect that the views of the majority 
of the court in their decision were unsound, and that the tax 
on the judge's salary was constitutional. 

Mr. HILL of Maryland. In addition to that, the dictum of 
the court was that the sixteenth amendment did not create new 
and additional forms of taxation, but in no respect did the Su· 
preme Court pass upon the case now before us. 

Mr. FREAR. The gentleman from Maryland has in his band 
a letter from the same Mr. Frierson who argued the case of 
Evans against Gore on behalf of the United States. Here is 
one more authority to show that the gentleman from Iowa is 
wrong. Mr. Frierson is as good a lawyer as the chairman of 
the committee. 

Mr. HILL of Maryland. And l\Ir. Hughes, as Governor of 
New York, apparently agreed with us. Mr. Chairman, the 
amendment that I offered, which was held to be out of order at 
this point in the bill, is precisely the wording of the constitu­
tional amendment that the House passed in the last Congress1 
put in the form of an amendment to a bill and not as a consti­
tutional amendment. 

I voted against it as an amendment in both the Sixty-seventh 
and the Sixty-eighth Congresses. I favor it, however, as a law. 
I am opposed to further extension of the Federal power, but I 
beliern that the sixteenth amendment extended the power when 
it was adopted. 1\Iy proposed amendment to this pending bill 
is as follows : 

Amendment offered by Mr. HILL of Maryland, as a substitute to the 
amendment offered by Mr. FREAR: Page 4, line 12, add: 

" (g) The term ' taxable income ' shall include and the United 
States shall have the power to lay and collect taxes on income derived 
from securities issued, after the passage of this act, by or under 
the authority of any State, but without discrimination against in­
come derived from such securities and in favor of income derived 
from securities issued, after the passage of this act, by or under the 
authority of the United States or any State. 

" (h) Each State shall have the power to lay and collect taxes on 
income derived by its residents from securities issued, after the 
passage of this act, by or under the authority of the United States ; 
but without discrimination against income derived from such securi­
ties and in favor of income derived from securities issued, after the 
passage of this act, by or under the authority of such State." 

The amendment that the gentleman from Wisconsin [l\ir. 
FREAR] has just offered is as follows: 

The term "taxable income from whatever source derived" shall in­
clude net incomes received from every source, including Federal, State, 
and municipal securities, except where specifically exempted by act of 
Congress. 

As the gentlem:m from Tennessee [l\Ir. GARRETT) says, Mr. 
FnE.\R's amendment· would permit Congress to tax State bonds, 
State sGcurities, municipal securities, and at the same time per­
mit ttn exemption of national securities. I agree with Mr. 
FRGAR that the sixteenth amendment means what it says, but I 
am opposed to his proposed amendment to this bill because it 
taxes securities already issued as tax exempt by States. 

1\Ir. BLACK of Texas. The gentleman realizes that it is 
simply declaratory, for the reason that the only thing taxed is 
under the surtax provided in the bill. 

Mr. HIT ... L of Maryland. I agree with the gentleman. The 
amendment I have offered permits the States to have the re­
ciprocal right of taxation, if one is given to the Federal Govern­
ment. It calls for a decision on the sixteenth amendment, which 
has not been construed on this point. 
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l\Ir. NEWTO~ of Minnesota. As I understand it, the gentle­
man from Maryland agrees with the gentleman from Texas with 
reference to the interpretation of the sixteenth amendment? 

Mr. HILL of l\laryland. He does. 
Mr. XEWTON of Minnesota. " From whatever source de­

rived" means what it says? 
Mr. BILL of l\laryland. Yes. 
Mr. NEWTON of Minnesota. But the gentleman from Mary­

land holds that Congress, in enacting any legislation under 
the sixteenth amendment, ought to act in a reciprocal capacity 
and not tax State securities unless we also make Federal 
securities subject to State taxation 7 

Mr. HILL of Maryland. Yes. That is the position which 
the last House of Representatives took when it voted for and 
passed the constitutional amendment which recently failed 
to pass in the present HoU3e. I voted against the constitutional 
amendment because I thought it was not necessary, and be­
cause I did not want to extend the Federal tax power if the 
sixteenth amendment had not already done so. 

Mr. NEWTON of Minnesota. I would like to get at these 
tax-free securities both ways, by constitutional amendment 
and by Federal enactment. If I get an opportunity I will vote 
on the proposition to make this not retroacti_ve, and I hope I 
may be enabled to do so. 

Mr. IDLL of Maryland. The proposed amendment of l\fr. 
FREAR refers to securities already issued. I do not think tht-:y 
can properly be taxed, since the States issued them thinking 
they were tax exempt. They are held by all classes of people, 
the poor as well as the rich. 

Mr. NEWTON of Minnesota. You can not tax securities 
already issued by States under the surety of decisions. 

The CHAIRMAN. The time of the gentleman from Mary­
land has expired. 

l\lr. HILL of Maryland. I shall vote against the Frear 
amendment because it taxes securities already issued by the 
States in good faith as tax exempt and because it does not 
give a reciprocal right to the States, but I hope that later in 
the consideration of this bill the committee itself will offer 
an amendment similar to mine. If they offer it, it will pass. 
[Applause.] 

l\l.r. GARNER of Texas. Mr. Chairman, I want to make 
myself understood by the committee concerning this amend­
ment. I doubt if it is necessary to offer this amendment at 
this place. The gentleman from Wisconsin [Mr. FREAR] seems 
to think lt feasible to do so. I think, on page 35, by an affirm­
ative amendment, the same purpose can be r-eached. 

I think I told the committee the other day, when I had the 
privilege of addressing the committee, that I intended to offer 
an amendment of this kind, and also one to strike out the pro­
visfon relieving stock dividends from taxation. I differ with 
the gentleman from Maryland [Mr. Ilr:LL], who has just taken 
his sea-t. I would not support the proposition he speaks of, be­
cause if I did that I would increase by $2,000,000,000 the value 
of the bonds already issued. I am not willing to do that. But 
I am willing for the Supreme Court to pa s on the question as 
to whether the income of State and municipal bonds now ex­
isting or to be issued in the :future shall be taxed by the Federal 
Government. 

Mr. HILL of :Maryland. Mr. Chairman, will the gentleman 
yield for a question? 

Mr. GARNER of Texas. In a moment. You say the Su­
preme Court will bold it unconstitutional. Well, it will not be 
the first time that the Supreme Court has held tax laws un­
constitutional. Why do you not submit it to them if you believe 
1n it? Why do you not try? I do not believe it ls a partisan 
matter. I believe the Members on this side of the House do 
not believe in a policy that will permit the Federal Govern­
ment to tax municipal bonds. But if you really believe that 
the income from State and municipal bonds ought to be taxed, 
why do you not try it? 

l\fr. DENISON. Will the gentleman yield? 
Mr. GARNER of Texas. Yes. 
Mr. DENISON. Let us assume that we put this amend­

ment into the bill. I want to ask the gentleman from Texas 
this question: If we put that paragraph in, and it is submitted 
to the Supreme Court-which It will be, of cour~and that 
court should bold it unconstitutional, what effect would that 
have on the en tire bill? 

l\fr. GARNER of Texas. None whatever. We have a clause 
in the bill which provides that if the Supreme Court should 
hold that one line, one paragraph, or one section of the bill is 
unconstitutional, the balance of it is not. 

l\.fr. DENISON. But that is not always binding on the court. 

Mr. GARNER of Texas. The gentleman from Illinois has 
not looked up the matter. The court held a part of the last 
bill unconstitutional; but the balance is still the law, is it not? 

Mr. HILL of l\1aryland. Will the gentleman yield? 
Mr. GARNER of Texas. Not now, because I want to com­

plete my statement. When my county of Uvalde issued bonds 
and sold them to bondholders, it did not guarantee to them that 
the Federal Government would not collect a tax on their in­
comes, did it? When Uvalde County is ued bonds and sold 
them to purchasers in New York or elsewhere, did that county 
guarantee that such bonds would not be taxed? No. I say 
Uvalde County gave no such guaranty. 

Mr. HILL of Maryland. Will the gentleman yield now? 
Mr. GARNER of Texas. I will not. Now, if I felt there was 

an outstanding obligation I would not do it; I would not under­
take to violate a solemn obligation made by the Federal Govern­
ment ; but I submit to you gentlemen that there is no guaranty, 
and never has been a gun.runty, by a State or municipality that 
the Federal Government would not at some time collect· taxes 
on incomes from such bonds. If the Supreme Court will per­
mit it, why do we not do it if it is advisable to do it? I can 
understand why you gentlemen who do not believe in the Fed­
eral Government trudng State and municipal bonds and incomes 
from them will vote against it; but if it can be done and you 
believe it ought to be done, why not try it? [Applause.] 

.Mr. MILLS and Mr. RANKIN rose. 
The CHAIRMAN. The gentleman from New York is rec­

ognized. 
Mr. MILLS. No one is more anxious than I am to reach 

these securities, because I believe they do ruin our pre ent 
income-tax sy tern, but the gentleman from Tennes ee [Mr. 
GARRETT] is quite right in pointing out to the Hou e that untler 
the terms of this amendment the privilege is not reciprocal. 
The Federal Government would have the right to tax all State 
and municipal securities, yet the States and municipalitie 
could not reach Federal securities under this amendment, though 
they could under the constitutional amendment of last week. 

That is one of the great effects. The other is this : Lawyers, 
o:f course, differ on any legal question, but the fact is that a 
subcommittee composed of lawyers of the Ways and Means 
Committee read the decisions and reached the unanimous de­
cision, with the exception of the gentleman from Wisconsin 
[Mr. FREAB], that there was no con titutional power to levy 
this tax on State and municipal securities or the incomes 
therefrom, and they so reported to this House. That is the 
opinion of some of the best lawyers in the country as well. 
Now, if we levy this tax what will be the effect? Take my 
own State of New York. The people have voted to issue 
$95,000.000 worth of bonds, $45,000,000 for soldier ' bonus and 
$50,000,000 for the improvement of our public institutions. Pass 
this tax and instead of issuing that $95,000,000 worth of bonds 
at 4! per cent the State of New York will have to issue them 
for 50 years at 5 per cent. They will pay one-half of 1 per cent 
on the $95,000,000 for 50 years, and two years from now the 
Supreme Court will come along and declare that unconstitu­
tional, but that will not relieve the taxpayers of• my State of 
the burden which you will levy to-day by adopting thi ill­
considered amendment, which is reported to you by the Ways 
and Means Committee to be, in their judgment, unconstitutional 

Mr. NEWTON of Minnesota. Will the gentleman yield 7 
Mr. MILLS. I will in a minute, but let me finish this state­

ment. If it is so desirable to test it out-and I believe it is 
desirable to test out this question-it does not seem to me be­
yond the ingenuity of the Congress to raise the que tion in some 
minor matter that would not affect the credit of every State and 
every municipality in this Union for over two years, because if 
you adopt this amendment you affect every bond issued for the 
next two years by every State, county, and municipality in this 
country. Why -is it necessary to do that 7 Let the gentleman 
from Wisconsin use his ingenuity in drafting a II\easure which 
will raise the question only incidentally and not seriously 
cripple the credit of the States for the next two years, when the 
best lawyers in this House and the best lawyers in the country 
have affirmed to the House that it has not the authority to do 
what the gentleman from Wisconsin proposes to do. . 

Mr. FREAR. l\1r. Chairman, I move to strike out the last 
word. 

The CHAIBl\IAN. The gentleman from Wisconsin moves to 
strike out the last word and is recognized for five minutes. 

Mr. FREAR. :Mr. Chairman, I discussed this question of con~ 
stitutionality in the House briefly last week. The gentleman 
from New York, who has just spoken, speaks of himself as one 
of the best lawyers in the House. 

Mr. MILLS. Oh, no. 
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l\lr. FREAR. Yes i the gentleman dtags himself in every 

time. 
Mr. MILLS. The gentleman does not 
~Ir. FREAR. Let me say this: That the gentleman from 

New York and a 25-year-old clerk from the Treasury Depart­
ment were the only two gentlemen in my presence who argued 
this question of constitutionality in the committee, and then the 
gentleman from New York immediately went to the. Tr~asury 
Department that same afternoon, and the next mornmg it was 
em!Jlazoned in all the papers of New York that I had been the 
onlY cme in executive session of tbe committee not agi·eeing to 
the. unconstitutionality of taxing so-called tax-free securities. 
T.rhe o·entleman from New York told me so bimself. And now 
w·e h~ve the gentleman from New York, with llis wonderful ex­
perience, telling us what is the law. 

I have here, my friends, the opinion of the attorney, :Mr. 
Frierson one of the ablest lawyers in the Attorney General's 
office who tried in the Supreme Court the case of Evans against 
Gore' and Mr. Frierson states the question of constitutionality 
of tarlng these securities has not been decided, notwithstanding 
the wonderful opinion of my friend from New York, Mr. 1\ln.Ls. 
Again, I will refer to :Mr. Corwin, professor of jurisprudence ~f 
Princeton University, uncl I have gi\en ~-ou the benefit of his 
exhaustive brief, placed by me in the RECORD of Saturday, 
February 9. I will leave it to any law~~er-lawyer, mind you 
[laughter]-! will leave it to anyone who ,..,-m examine that 
brief to say if it is not better than any opinion that can be writ­
ten by any member of the Ways and l\leuns Committee. 

~-ow, who are the wonderfully constituted lawyers of the 
Wava and Means Committee that can expre · · an opinion on a 
con.'·titutional question of that kind when the ca ·e has never 
been tried? The men I have quoted, who are lawyeri; of bigll 
ability, one of whom tried the case for the Gornrnment of E"vans 
against Gore, say the matter of constitutionality has never been 
def'ided by the Supreme .Court. Then why not find out? We 
hBYe constantly said, and the gentleman from New York agrees 
with me in this-and I was found voting with him on it-that 
so-culled tax-free securities can be bought so as to avoid any 
tax being placed upon large incomes. I am willing to accept 
an amendment, any amendment that will reach the purpose 
here, from the gentleman from New York, who complains about 
the form of my amendment, or from anyone else, but I do ob­
ject to a self-constituted court, made up of the Ways and Means 
Committee, in executive session, trying to decide the law when 
the Supreme Court has ne--rnr determined it according to the 
opinion of able men who have tried the case in the court, and 
other eminent men like Judge Corwin. 

:3Ir. GARRETT of Tennessee. l\1r. Chairman, with the per­
sonal differences of the gentleman from ·wisC'onsin and the gen­
tleman from New York I have nothing to do, and in them I have 
no particular interest, but I do think this amendment is a mat­
ter to be very seriously considered. I think I 1..11mY what the 
amendment means. I may be mistaken. I think it means that 
if this definition is put in under the terms of the bill itself there 
\'rill be laid or attempted to be laid a tax upon the incomes of 
securities issued by States, by municipalities, and other subdivi­
sions of States which ha\e not been laid heretofore. 

Whether the Supreme Court decision was right or wrong I 
do not know, but the fact is that the Government has followed 
it, hecause they have not laid or collected taxes upon incomes 
from these secut'ities. 

~Ir. GARNEH of Texas. Will the gentleman yield there? 
l\Ir. GARRETT of Tennessee. Certainly. 
l\1r. GARNER of Texas. The law snecifically says you can 

not. That is a very good reason. The law existing to-day spe­
cifically exempts them from taxation. 

Mr. GARRETT of Tennessee. You mean the 1921 law? 
l\lr. GARNER of Texas. Yes. 
:\Ir. GARRETT of Tennessee. Following the decision in the 

other case. 
l\lr. GREEN of Iowa. The decision in Evans v. Gore. 
;:\fr. GARRETT of Tennessee. And I think the law should 

continue so until at least the States, the mu01cipalities, and 
the other subdivisions of the States have had notice that there 
ls to be a change. [Applause.] This to my mintl changes the 
whole economic situation. It will change the em1re relations 
between tbe Rtnte and Xation much more than the constitu­
tional amendment which the gentleman from Texas and I 
opposed with such vigor as we could a few days ago. 

Mr. MOORE of Virginia. Will the gentleman yield? 
Ml'. GARRETT of Tennessee. Certainly. 
::\Ir. MOORE of Virginia. I was about to suggest, in line 

with "'\\"hat yon say, that this would be a slap in the face of every 
State and the political subdiYision of every State which has 
rai ·ea money issuing its securities, or may do so. 

Mr. GARRETT of Tennessee. There is not a State to-day 
that can levy an income tax upon a single Federal security 
issued. The Federal securities, certain of them, are subject to 
a Federal tax upon the income, but no State can lay a tax upon 
them. 

Mr. MAN~FIELD. Will the gentleman yield? 
Mr. GARRETT of Tennessee. I yield. 
Mr. MANSFIELD. In reply to the statement by the gentle­

man from Virginia that this would be a slap at every State, I 
would like to ask if it would be a slap to the States provided 
it is ah'eady covered in the constitutional amendment which 
has heretofore been adopted? 

Mr. GARRETT of Tenne see. But the constitutional amend­
ment was defeated the other day. 

Mr. MANSFIEI,D. I mean the income-tax amendment-the 
sixteenth :-imendment. · 

Mr. GARRETT of Tennessee. But, apparently, the Gover.i.­
ment has proceeded upon the theory that it was decided acl­
\erse to the proposition of the Federal Government laying a 
tax upon the income from these securities. 

Mr. l\!A..."N"SFIELD. Many bonds, however, were issued and 
sold before that decision of the Supreme Court, and they were 
evidently issued and sold and purchased by the purchasers 
with the constitutional amendment staring them in the face. 

Mr. GARRETT of Tennessee. I do not know about the value, 
but let me ask my friend from Texas, for whose legal ability 
I haYe such great respect, does the gentleman believe that the 
Federal Government ought to tax the income of a State secur­
ity without the State having the reciprocal power to tax? 

Mr. MANSFIELD. I do not. I am opposed to it and if the 
sixteenth amendment were submitted again and I thought it 
carried that power I would not vote for it, but the question 
with me is. has it already been done? 

1\lr. GARRETT of Tenne see. It has not. Never yet, under 
any law, has the Federal Government taxed the income from a 
State security or a security issued by a subdivision of a State. 

l\Ir. RANKIN. If the gentleman will yield I would like to 
ask the gentleman from Texas what effect this would have. 
If this amendment should be adopted and become the law and 
be upheld by the courts, what effect would it have on the in­
come deri"recl from Government bonds now outstanding, if 
any? 

Mr. GARRETT of Tennessee. You mean Federal Gove,rnment 
bonds? 

Mr. RA~~UN. Yes. 
The CHAIRMAN. The time of the gentleman from Tennes­

see has expired. 
Mr. GARRETT of Tennessee. I ask unanimous consent to 

proceed for five minutes. · 
The CHAIRMAN. The gentleman from Tennessee asks 

unanimous co.nsent to proceed for five additional minutes. Is 
there objection'? [After a pause.] The Chair hears none. 

l\lr. GARRE'l'T of Tennessee. I do not know--
1\lr. MADDEN. I wonder if the gentleman from Tennessee 

would let me ask him one question? 
l\Jr. GA..RH.l1~TT of Tenne see. May I answer first the gen­

tleman from l\Iis issippi? 
l\Ir. :.MADDEN. Certainly. 
Mr. GARRETT of 'l'ennessee. I do not know whether it 

would l.Je construed that these Federal farm-loan bonds that we 
have already issued would come under this amendment or not. 
It says "except where specifically exempted by act of Con­
gre8s." Of course, the Federal farm-loan bonds have been ex­
empted by act of Congress heretofore. Whether they would 
have to be again exempted I do not know. Is that what the 
gentleman has in mind? 

Mr. RANKIN. Yes; and Government bonds, bonds issued to 
finance the war itself, which are now outstanding. 

l\1r. GARRETT of Tennessee. The first Liberty loan bonds 
were the only ones made exempt. The others are subject, all 
expect the fir:;;t Liberty loan, to pay taxes on income now. 
Now I yield to the gentleman from Illinois. 

Mr. MADDEN. I think the gentleman has answered the 
question that I was going to ask, whether the farm-loan bonds 
will be exempt. 

l\Ir. GARRETT of Tennessee. The farm-loan bonds up to 
now are exempt; whether there would have to be another ex­
emption by Congress I do not know. 

Mr. HILL of ~Iaryl:rnd. Will the gentleman yield? 
Mr. GARRETT of Tennessee. I yield to the gentleman. 
:Mr. HILL of 1\Iarylancl. In order to be entirely clear, the 

gentleman is quite sure that this amendment, if passed, would 
permit the taxation of the now issued State and municipal 
securities? 

l\1r. GARRETT of Tennessee. Undoubtedly, unless Congress 
should declare them exempt from taxation. There is no ques-
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tion about the State and municipal bonds; the only question 
would be about the Federal land-bank bonds. 

Mr. BLACK of Texas. Will the gentleman yield? 
Mr. GARRETT of Tennessee. Yes. 
1\lr. BLACK of Texas. On page 35, line 22, of the bill is this 

provision : Securities issued under the provisions of the Federal 
farm loan act or under the provision of such act as amended. 

Mr. WINGO. Will the gentleman yield ? 
J\.1r. GARRE'rT of Tennessee. I will. 
:Mr. WL~GO. Bef ore asking the question I want to read four 

or five lines from the opinion in Evans against Gore. This is 
the majority opinion of the court : 

True, Governor Hughes, of New York, in a message laying the amend­
ment before the legislature of that State for ratification or rejection, 
expressed some apprehension lest it might be construed as extending the 
taxing power to income not taxable before ; but his message promptly 
brought forth from statesmen who participated in proposing the amend­
ment such connncing expositi<>ns o! its purpose, as here stated, that 
the apprehension was effectively dispelled and ratification followed. 

Now, the question I want to ask is this: Did Governor Hughes 
in his message base bis opposition, among other things, on his 
fear that the amendment, if adopted, would ubject the income 
from State and municipality securities t o an income tax? 

l\Ir. GARilETT of Tennessee. My recollection is that that 
was the very heart of Governor Hughes' objection. 

Mr. WINGO. Then the Supreme Court did specifically con­
sider that, and their expressions would not be obiter dicta, as 
has been suggested. 

l\1r. GARRETT of Tennessee. I think so. At any rate the 
Treasury Department has proceeded npon the theory that that 
was decisive of the question. The Committee on Ways and 
l\Ie::.rns proceeded upon the theory that that was decisive of the 
question, otherwise why would they have brought in the consti­
tutional amendment? [Applause.] I want tn say that the pro­
posed constitutional amendment was bad enough, bnt this 
amendment to this bill is infinitely worse, because it does not 
give the shallow of opportunity to the States and municipalities, 
whose issues it proposes to tax. 

.Mr. GREEN of Iowa. Mr. Chairman, I ask unanimous con­
ent that all debate on this amendment and all amendments 

thereto close in 10 minutes. 
The CHAIRMAN. The gentleman from Iowa asks unani­

mous con ent that all debate on this amendment and all amend­
ments thereto close in 10 minutes. Is there objection? 

1\lr. WARD of North Carolina. I object, Mr. Chairman. 
Mr. BANKHEAD. I have an amendment I wish to offer. 
l\Ir. GREEN of Iowa. Then, l\!r. Chairman, I move that all 

debate on this amendment and all amendments thereto close in 
15 minutes. 

l\lr. MOORE of Virginia. May I ask the gentleman to with­
hold that motion a minute? I want to ask how long you ex­
pect the House to continue in session this afternoon? 

Mr. GREE ... ""' of Iowa. Until 6 o'clock or later; there will be 
no evening session. 

The CHAIRl\1AN. The question is on the motion of the 
gentleman from Iowa to close debate on this amendment and 
all amendments thereto in 15 minutes. 

The que tion was taken, and the motion was agreed to. 
Mr. BANKHEAD. Mr. Chairman, I have an amendment to 

the amendment. 
The Clerk read as follows: 
Amendment by Mr. BANKHEAD : Strike trom the Frear amendment 

the words "except where i!Peci.ficaUy exempted by act of Congress." 

Mr. BANKHEAD. .Mr. Chairman and gentlemen of the c<>m­
mittee, I clo not think it is necessary for me to undertake to 
make any extended explanation of the amendment I suggest. 
I can not see any good reason wby, if the p1inciple proposed 
by the gentleman from Wisconsin is to be adopted, that there 
should be any exception whatever to that · principle. In otber 
words, if you adopt the principle of tbe Frear amendment giv­
ing the right to levy a tax upon the income of municipal securi­
ties, it ought to be uniform in extent and in the field of opera­
tion. In other wo:i:ds, I see no reason in principle why, if you 
are going to adopt this proposition, that there should be re­
served to the Congre"s the specific right to exempt from this 
field of taxation their O\vn securities and at the same time the 
right to tax income from securities issued by States and munic­
ipal subdivisions thereof. 

l\1r. :MILLS. Will the gentleman yield? 
Mr. BA1\'KHEAD. Yes. 
l\1r. MILLS. How would you get over the 3! issue of 

Federal bonds? We specifically contracted that they should 
be tax free by the Federal Government. 

?t~r. McSW AIN. If the gentleman will yield, the inhibition 
agamst the impairment of existing contracts does not apply to 
F ederal contracts. 

Mr. MILLS. No ; but that does not change the moral obli­
gation . 

~Ir. BANKHE~. I do not know what the gentleman from 
Wisconsin had m mind in incorporating thls exception into 
his amendment. I hope that upon a mere presentation of the 
statement that I have made the gentleman from Wisconsin 
will be willing to accept the amendment, because I feel if we 
are going to have the right to tax income from State and 
municipal securities, there should be no exception that it 
should-be uniform in its application, and that the United States 
Government should not reserve the right to exempt income from 
its own securities. 

Mr. MOORE of Virginia. Does the gentleman b lieve-and I 
have great respect for his opinion-that we should embark on 
the policy proposed by the gentleman from Wisconsin? 

Mr. BANKHEAD. As to that proposition, it is a T"ery seri· 
ous question. 

Mr. MOORE of Virginia. Does the gentleman think that this 
is a que tion that we ought to act upon so hastily? 

Mr. BANKHEAD. I do not know that we are actin<J' hastily 
upon it. It might be regarded as hasty because we have had 
a limited debate this afternoon, but the general que tion has 
been pretty well discussed. But regardless of the ultimate fate 
of the Frear amendment, I think this exception shoulcl be made. 

l\fr. MOORE of Virginia. I agree with the gentleman that 
if we have to accept the Frear proposition it ought to be 
modified as the gentleman bas proposed · but if so modified 
will not the States nevertheless be left ~bsolutely within tb~ 
control of the Fe<leral Government and the Federal Govern­
ment able to do what it pleases so far as its own securities are 
concerned? 

l\ir. BANKHEAD. I think that is a fair construction, and 
unless there is some opposition to the· amendment I would like 
to have a vote upon it. 

Mr. GRAHAl\f of Pennsylvania. 1\1r. Chairman and fellow 
:l\Iembers of the House, this is indeed a very serious proposi­
tion which is Jlt present under consideration. There seems to 
be an eagerness upon the part of some men to reach out and 
grasp by taxation, no matter whether in doing so they cross the 
boundary line of good morals or of constitutional law. For one 
I am not willing to vote for a measure which in my judgment 
is ab olutely unconstitutional. When I became a Member of 
this body I took an oath of office to abide by the Constitution 
of my country, and I do not believe there is any loophole by 
which I can escape deciding for myself what the Constitution 
is, and voting according to my best judgment and the lights 
which have been shed upon the subject. The gentleman from 
I owa [l\fr. GREEN], chairman of this committee, is absolutely 
right when be repeats the effect of the decision of our Supreme 
Court. No new subjects have been given to Congress as a basis 
for extended taxation. The evil to be remedied was tbe in­
ability of Congress to lay a direct tax. Congress could not, 
except through apportionment among the several States, levy 
a tax, and when you read the fourteenth amendment you will 
find that that is what it is aimed at and intended to correct. It 
reads : 

Congress shall have power to lay and collect taxes upon incomes • 
from whatever source derived, without apportionment among the sev­
eral States, and without regard to any census or enumeration . 

That is the pith of the amendment. What lawyer of any 
judgment or standing will attempt to say that that amendment 
was intended to destroy the dual relationship between the 
States and the Federal entity? It would do violence to any 
man's judgment to infer from that that it was intended to 
take away from the States their power of taxation. When you 
attempt or claim the right to assess a tax against the income 
of a bond, you are assailing the integrity of the bond itself. 
It can not be separated or divided, and you are doing violence 
to the States' power and ability to issue its tax-free securities. 
Every tax-free security held by an estate or any individual is 
i sued to them and held upon the moral obligation that they 
are free from tax of every kind. In our eagerness to gather 
in from some people whom we denominate the rich, let us not 
violate the Constitution of the country and fly in the face ot 
the decision of our Supreme CoUl·t. [Applause.] 

Mr. BOYCE. l\1r. Chairman, as the Representative of the 
first State-Delaware-to ratify tbe Federal Constitution, I de· 
sire to say. that I am shocked at the proposed amendment. It 
seems to me it would be well before adopting the amendment 
that Congress pr opose to the States that the States be dissolved 
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and determine whether Congress and the States are ready to 
destroy the dual character of our Government. 

l\fr. WARD of North Car.olina. Mr. Chairman and gentle­
men, there is a gentleman in the gallery waiting t.o se~ the 
deleo-ation from North Carolina to get them to go with hun to 
the interstate Commerce Commission to help get the consent of 
that commission for the building of a railroad across its line 
into the State of Tennessee, for the construction of which rail­
road North Carolina proposes to sell $10 000,000 worth of her 
bonds. These bonds have been provided for by our legislature 
upon a plan of operation now already laid out and definitely 
contemplated at the time -0f thefr authorization. North Caro­
Jina has already invested money-how much I could not tell 
you-upon this project. Several surveys have been made, and 
expenditures for other purposes have no doubt been made. In 
addition to this pending bond issue of North Carolina, offered in 
contemplation of the law as it existed before this idea was 
sprung upon the House, that State has several millions of dol-
1 ars-I do not know how to be entirely accurate, as this matter 
comes upon me without a moment's time for preparation, but 
something like $25,000,0QO--Of road bonds yet unissued but pro­
vided for in contemplation of a fixed project already laid out 
and to which tbe authorization was fitted at the time of the 
legislative enactment. If I am right in my estimates, and they 
are at least approximate, I am sure that if the Bouse of Repre­
sentatives, to ay nothing of what action the Senate may take, 
shall authorize the news to be flashed over the wires to-night 
to the bond market that those bonds are to be taxed, it will 
cost the State of North Carolina possibly a hundred thousand 
dollars. Her projects will have to be changed. Her bond 
issues must be increaseCi.. Nothing is plainer than that such 
legislation as this bas its effect immediately upon the bond 
ma rket. Our legislature can not meet until next January, and 
the Governor of N ortb Carolina, every time I hear from him, is 
in New York selling bonds. There is a pending series of bond 
issues by that State for her public improvements, and when 
you pass this legislation, which proposes unconditionally and 
immediately-provided it can be done, which provision is so 
delicate that no lawyer in this presence or anywhere else can 
give any assurance about it-to tax the bond i sues of North 
Carolina, authorized and provided for under nontaxable condi­
tions, you will co t her treasury and her people a hundred 
thousand dollars and possibly more. The gentleman from New 
York [Mr. 1'1ILLS], from his superi.or acquaintance w1th bond 
market , would be more accurate than I in his estimate of that, 
and bis remarks, just made, indicate the reasonableness of my 
apprehen!';ions. I hope it will not be done. 

l\1r. MOORE of Virginia. May I interrupt my friend? 
Ur. WARD of North Carolina. Yes, sir; I yield. 
l\Ir. MOORE of Virginia. The gentleman talks only about 

the effect of this thing, if legal and enacted, upon the market 
on the bonds pend ing for new projects and not those already 
outstanding from which incomes representing many, many mil­
lions would be greatly affected because the Federal Govern­
ment would have the right to tax the income. 

Mr. WARD of North Carolina. Yes; that is right and 
alarming enough to one who has a fair regard for the 
sacredness of vested rights, but as I thought first of the 
gigantic efforts my State is making in her march of progress, 
commanding the admiration of her people and of the world, 
I thought for the moment of the disaster to her hopes and 
a pir.ations and not of the interests of those holding he:i;.. securi­
ties for expenditures already made. But, not disc<lunting that 
question, I appeal to the House not to strike down her securi­
ties in the markets of the world in thi .hour of her progr·ess. 

The CHAIR.MA....~. The time of the gentleman from North 
Carolina has expired. 

The gentleman from Mississippi [Mr. RANKIN] is recognized 
for two minutes. 

lUI.". RANKIN. Mr. Chairman, this amendment to the ~Iellon 
bill proposes to tax incomes. derived from interest on out­
standing bonds, usually referred to as tax-exempt securities. 
This would do exactly what the propaganda for the Mellon plan 
has misled the Amerjcan people into believing you were trying 
to do tbe other day when you were endeavoring to submit for 
adoption an amendment to the Constitution which would have 
destroyed th-e credit of the States, the counties, the munici­
palities, the road districts, and the school districts that are 
compelled to borrow money to finance their improvements, and 
which would not have reached a single dollar of the billions of 
outstanding bonds which you have heretofore told us were 
held by the rich who were thereby escaping their part of the 
just burden of taxation. 

As a matter of fact you knew, and we knew, that the pas­
sage of that amendment would not reach these wealthy people 

whose money is invested in these bonds. If it had, the g\'ntle­
man from New York [Mr. Mir.Ls] would not have favored it. 
But on the other hand1 by destroying the credit of the agricul­
tural States and preventing them from borrowing cheap money 
in the future to finance their improvements, it would have 
caused the bonds now outstanding to have advanced in price 
to the extent of hundreds of millions of dollars, which would 
have been added to the enormous fortunes of those people now 
holding these bonds, and they would have continued to 1:-srape 
taxation just the same. 

It is interesting, as well as amusing, to me to see the gentle­
man from New York [Mr. MILLS], who more nearly represents 
the views, if not the inter-a ts, . of Wall Sh·eet than any other 
man in this body, who pretended to be so anxious the other 
day to reach by taxation the estates ·of Mr. Rockefeller and 
other men of large fortunes who have their money invested in 
tax-exempt securities, urging, as he was, the passage of an 
amendment which he knew would not reach a dollar of their 
" hidden wealth " ; it is most amusing, I say, to see him now 
opposing this amendment to tax the incomes, not only from 
the securities yet to be issued but also from the multiplied 
billions now outstanding. But the trouble is that this amend­
ment would reach those men of great wealth, more of whom 
live in the district represented by the gentleman from New 
York [Mr. l\1rLLs] perhaps than any other 10 districts repre­
sented .here, unless it be those districts adjoining his; and that 
is exactly what the gentleman from New York [Mr. J'.\.1ILLs] 
and the Secretary of the Treasury, Mr. Mellon, are most 
anxious to avoid. 

But, for the first time, the gentleman from New York [1\Ir. 
1\III.Ls] comes out and says that this amendment would injure 
the credit of the States and municipalities. In the name of 
all the gods at once, upon what meat hath this our Cresar fed 
for tbe last 10 days that he has become so vitally interested in 
the credit of the States and the municipalities, whose credit 
he was trying to destroy by the passage of bis constitutional 
amendment, which would at the same time have protected 
from taxation by the proces of elimination those enormous 
fortunes now invested in tax-exempt securities and which the 
present amendment to this bill would reach. 

In my opinion, we clearly have the constitutional right to 
tax tbe incomes from th~e outstanding bonds. The sixteenth 
amendment to the Federal Constitution provides tbat-

The Congress shall have power to lay and collect taxes on incomes, 
from whatever source derived, without apportionment among the sev­
eral States and without regard to any census or enumeration. 

In my opinion this clearly covers the incomes derived from 
interest on these outstanding bonds. Then why not adopt this 
amendment and tax them all alike? Why should we do the 
very foolish thing of adopting anoth€r amendment to the Con­
stitution providing for the taxing of the incomes derived from 
the comparatively few that are tQ be issued in the future and 
let go tax free the many billions now held by people of large 
fortunes? 

But ome of the opponents of this amendment will contend 
that we are breaking faith; that it was understood that these 
bonds were nontaxable at the time they were issued. That is 
not true. The sixteenth amendment was in full for<:e when a 
majority of these bonds were sold, and was used as an argu­
ment by the bond buyers to beat down the price of these bonds 
at the time they were issued and put on the market. 

But the gentleman from New York [Mr. Mn.Ls], and those 
who agree with him, say that this amendment does not give 
the States the reciprocal right to tax incomes derived from 
interest on Federal bonds. Surely you "gentlemen from the 
agricultural States of the South and West are not going to be 
misled by that argument. These Federal bonds are not held, 
as a rule, by the people in the agricultural States. They are 
held by the financiers in New York, Philadelphia, Chicago, and 
other money centers. By adopting a constitutional amendment 
providing for the reciprocal i·ight of the States to tax incomes 
from Federal bonds you would hardly add a dollar to the 
revenues of the great agricultural States, but you would be 
giving those States in which the financial centers are located 
the power to indirectly tax all the Americap people for the 
benefit of those States, while the Government would get little 
or nothing in rf't:urn, and in times of stress the credit of the 
country would be in a measure placed at the mercy of the 
money power. 

But, by the adoption of the amendment now before the House, 
we will not surrender the credit of the Nation into the hands 
of the great financial States; we will not be destroying the 
credit of the States and municipalities in order to enhance 
the value of those billions of dollars' worth of bonds now held 
by those who would escape taxation under the proposed con-
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stitutional amendment; but we will go back and tax the in­
comes derived from those billions of dollars of outstanding 
bonds, thereby increasing the revenue to the Federal Treasury 
and bringing about the very results which the advocates of 
the Mellon plan have misled the American people into believ­
ing that they were after. Instead of trying to accomplish this 
in good faith, they are now attempting, in the most insidious 
way, to deceive the public and to leave the impression that 
they are carrying out their pledge, when, in truth, they are 
merely keeping the word of promise to the ear and breaking 
it to the hope. [Applause.] 

Mr. BANKKHE.i\D. :Mr. Chairman, under a misapprehen­
sion of the phra eology of the Frear amendment, I offered 
the amendment which I discussed. I now desire to ask unani­
mous consent to withdraw that amendment. 

The CHAIRMAN. The gentleman from Alabama asks 
unanimous consent to withdraw his amendment. Is there 
objection? · 

There was no objection. 
The CHAIRMAN. The question now recurs on the amend-

ment offered by the gentleman from Wisconsin [Mr. FREAB]. 
The affirmative question was taken. 
Mr. FREAR. Mr. Chairman, I demand a division. 
The CHAillMAN. A division is called for. 
The committee divided; and there were-ayes 67, noes 140. 
So the amendment was rejected. 
The CHAIRMAN. The Clerk will read. 
Mr. GARNER of Texas. Ur. Chairman, let me suggest to 

the gentleman from Iowa [Mr. GREEN], if I may, that it is now 
half-past 5 o'clock, and we have been here since 11 o'clock this 
morning. It was the general understanding-at least I so 
understood it at the time-that at 4 o'clock we would begin to 
read this bill, the early part, which was not controversial. 

Mr. GREEN of Iowa. The gentleman should not have 
thought that. There is no controversy over these other pro­
visions. 

Mr. GARNER of Texas. The gentleman will find out. 
Mr. GREEN of Iowa. The gentleman will remember that we 

are in a legislative jam here, and we ought to get ahead. I 
ask for the regular order. 

The CHAIRMAN. The Clerk will read. 
The Clerk read as follows : 
(c) Amounts distributed in complete liquidation of a corporation 

shall be treated as in full payment in exchange for the stock, and 
amounts distributed in partial liquidation of a corporation shall be 
treated as in part or full payment in exchange for the stock. The gain 
or loss to the distributee resulting from such exchange shall be de­
termined under section 202, but shall be recognized only to the extent 
provided in section 203. In the case of a distribution in partial liqui­
dation (other than a distribution within the provisions of subdivision 
(g) of section 203 of stock or securities in connection with a reorgani­
zation) the part of such distribution which is properly chargPable to 
capital account shall not be considered a distribution of earnings or 
profits within the meaning of subdivision (b) of this section for the 
purpose of determining the taxability of subsequent distributions by the 
corporation. 

Mr. OLDFIELD. Mr. Chairman, I wish to offer an amend­
ment at this point. 

The CHAIRMAN. The gentleman from Arkansas offers an 
amendment, which the Clerk will report. 

The Clerk read as follows : 
Amendment by Mr. OLDFIELD: Page 5, strike out lines 4 to 19. 
l\lr. GARNER of Texas. I will ask the gentleman from 

Iowa if he does not think we had better quit now? You are not 
going to get through this portion to-day. 

Mr. OLDFIELD. Th.is is a very important amendment. 
Mr. GREEN of Iowa. I do not think the gentleman would 

want to have the amendment passed in that form. Let me 
suggest to the gentleman that he ask unanimous consent to 
return to this section later. 

Mr. OLDFIELD. I thoroughly agree with the gentleman, 
especially because of the fact that on page 25 there is a corol­
lary amendment that ought to be offered also, and I would like 
very much to tak-e those up at the same time; ( c) on page 5, 
and section 208 on page 25. 

l\fr. GREEN of Iowa. Mr. Chairman, I ask that the privilege 
be given later on to the gentleman from Arkansas [Mr. OLD­
FIELD] or any other member of the committee to return to this 
paragraph for the purpose of offering an amendment. 

Mr. OLDFIELD. When we get to page 25, when we come to 
section 208, the amendment I have introduced there will be 
considered with this amendment. 

Mr. GREEN of Iowa. That is proper. They should both be 
considered together. 

The CHAIRMAN. The gentleman from Arkansas asks unani­
mous consent th.at paragraph (c) be passed over for the 
present and be considered together with section 208 when we 
reach that point in the bill. Is there objection? 

There was no 9bjection. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows : 

(f) A stock dividend shall not be subject to tal-~ but if befOl"e or 
after the distribution of any such dividend the corporation proceeds 
to cancel or redeem its stock at such time and in such manner as to 
make the distribution and cancellation or redemption in whole or in 
part essentially equivalent to the distribution of a taxable dividend, 
the amount so distributed in redemption or cancellation of the stock, 
to the extent that it represents a distribution of earnings or profits 
accumulated after February 28, 1913, shall be treated as a taxable 
dividend .. 

Mr. GARNER of Texas. Mr. Chairman, I offer an amend­
ment to strike out all of paragraph (f) on page 6, lines 10 to 
19, inclusive. I would like to have that read. 

The CHAIRMAN. The Clerk will report it. 
The Clerk read as follows : 

Amendment offered by Mr. GAR ER of Texas: Page 6, lines 10 to 
19, inclusive, strike out the paragraph, which is as follows : 

"(f) . A stock dividend shall not be subject to tax, but if before or 
after the distribution of any such dividend the corporation pro­
ceeds to cancel or redeem its stock at such time and in such manner as 
to make the distribution and cancellation or redemption in whole or in 
part essentially equivalent to the distribution of a taxable dividend, 
the amount so distributed in redemption or cancellation of the stock, 
to the extent that it represents a distribution of earnings or profits 
accumulated after February 28, 1913, shall be treated as a taxable 
dividend." 

l\lr. GARNER of Texas. I do not imagine the gentleman 
from Iowa wants to take up this item this late in the after­

.noon. 
l\Ir. GREEN of Iowa. I suppose the gentleman from Texas 

wants to say a few words on that matter? 
l\lr. GARNER of Texas. I would like to discuss it ; yes. 
l\fr. GREEN of Iowa. I do not think the gentleman from 

Texas wants the amendment passed in that form unless he 
expects to follow it with something else. 

l\lr. GARNER of Texas. Of course, the whole bill would have 
to be amended as we go along if the committee should strike 
out this paragraph. 

Mr. GREEN of Iowa. But I doubt whether the gentleman 
really has the amendment in the form he wants it, but if he 
has I would like to have it submitted so that it may be disposed 
of. The paragraph as it stands gives us some little relief from 
the stock-dividend situation. 

l\Ir. GARNER of Texas. I understand it does. 
l\1r. GREEN of Iowa. But if we should strike out the para­

graph entirely we would have no relief. 
l\lr. GARNER of Texas. But if we have affirmative action 

later on as to taxing stock dividends, then we would relieve the 
whole situation. 

Mr. GREEN of Iowa. I think the committee had better rise. 
Mr. Chairman, I move that the committee do now rise. 

The motion was agreed to. 
Accordingly the committee rose; and the Speaker having re­

sumed the chair, l\Ir. GRAHAM of Illinois, Chairman of the 
Committee ' of the Whole House on the state of the Union, re­
ported that that committee had had under consideration the 
bill (H. R. 6715) to reduce and equalize taxation, to provide 
revenue, and for other purposes, and had come to no resolu­
tion thereon. 

Mr. HASTINGS. Mr. Speaker, I want to ask the chairman 
of the committee a parliamentary question. I have understood 
that to-morrow we skip over and take up sections 210 and 211, 
the income-tax sections, without reading the intervening para­
grnphs. 

Mr. GREEN of Iowa. That is the agreement. 
Mr. GARNER of Texas. That is the order of the House. 
l\Ir. HA.STINGS. That is the order of the House? 
l\1r. GARNER of Texas. Yes. 
Mr. HASTINGS. So that we shall not commence to i·ead at 

the point where we left off this afternoon, but will take up sec­
tions 210 and 211? 

l\lr. GARNER of Texas. Yes. 
Mr. CHINDBLOM. I will suggest to the gentleman from 

Oklahoma that he will find the order on the calendar. 
l\ir. HASTINGS. I simply wanted to be sure there was no 

misunderstanding about that. 
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CHANGE OF REFERENCE. 

The SPEAKER. The chairman of the Committee on Inter­
state and Foreign Commerce asks unanimous consent to have 
the following bills rereferred to the Committee on World War 
Veterans' Legislation: 

VEITERA.NS' BUREA.U. 
Hospitalization : H. R. 390. 
Veterans-dependents' allowancea: H. R. 416~. 

VETER.A.NS. 

Employment: H. R. 2867. 
Hospitalization: H. R. 3929, H. R. 3673, H. R. 3922, H. R. 8934, 

Il..R. 2824, H. R. 4837, H. R. 4983, H. R. 5202. 
National Army officers' compensation: H. R. 4156. 
Vocationnl training: H. R. 4838, H. R. 4844. 
Vocational training supplies: H. R. 3212. 
Charles Fortier: H. R. 1567. 
Warren O. Grimm et al. : EI. R. 1443, 

WAR RISK INSURANCE ACT. 

Section 300: II. R. 659, H. R. 749, H, R. 3667, H. R. 3676. 
Section 301 : H. R. 4133. 
Section 302 : II. R. 206, H. R. 4091, H. R. 4092, H. R. 4093. 
Section 401 : H. R. 759. 
Section 402: H. R. 417. 
Sections 404, 408 : H. R. 765. 
Section 408 : H. R. 3851. 
Section 411 : H. R. 2827. 
Articles III and IV: H. R. 5211. 

Without objection, the reference will be made. 
LEA VE TO ADDRESS THE HOUSE. 

l\1r. BLANTON. l\fr. Speaker, I ask unanimous consent to 
address the House for a quarter of a minute. 

The SPEAKER. The gentleman from Texas asks unanimous 
con ·ent to address the House for 15 seconds. Is there objec­
tion? 

There was no objection. 
Ur. BLANTON. Mr. Speak.er and gentlemen of the House, 

the House, in passing the gasoline tax bill by almost unanimous 
vote, intended to retain the property tax on automobiles, but 
by a mistake of judgment on the part of the committee that 
tax on automobiles was left out of the bill. Under the bill as 
it now stands automobiles would not have any property tax on 
them, and I ask unanimous consent that the Senate be requested 
to send the bill back to the House for correction. 

The SPEAKER. The gentleman from Texas asks unanimous 
consent that the Senate be requested to send back to the House 
for correction the bill incllcated. Is there objection? 

Mr. GREEN of Iowa. 1\ir. Speaker, is the chairman of the 
committee, who had charge of the bill, present? 

Ur. BLANTON. I spoke to the gentleman from Maryland 
[Mr. ZrnL~IAN] about it, and he said he thought it could be 
arranged through the District Committee of the Senate; that 
he was going to make a statement to the chairman of that com­
mittee, but the chairman of the Senate District Committee is 
out of town, and if the Senate should inadvertently pass the 
bill as it is there would be no property tax on a $15,000 Rolls­
Royce automobile, and I know the gentleman from Iowa would 
not want that situation to occur. 

Mr. GREEN of Iowa. No; I would not. 
Mr. TILSON. Will the gentleman yield? 
l\Ir. BLANTON. Yes. 
Mr. TILSON. Did the gentleman from Maryland [l\Ir. ZIHL­

MA N ] know that this proposition was to be brought up at this 
time? 

Mr. BLANTON. I told the gentleman from l\Iaryland [l\Ir. 
ZIHLMAN] that he should make the motion himself, but he said 
he did not think it had to be done in that way. 

l\fr. TILSON. Does not the gentleman think the gentleman 
should at least be present when a request of that kind is made? 

l\lr. BLANTON. The only trouble is that the Senate might 
pass the bill and leave out the property tax so that there 
would be no tax on a $15,000 Rolls-Royce automobile. 

:!\fr. HILL of Maryland. In view of the absence of the gentle· 
man from l\Iaryland [Mr. ZIHLMAN] I object. 

The SPEAKER. Objection is made. 
Mr. RANKIN. Mr. Speaker, I ask unanimous consent to 

revise and extend my remarks in the RECORD. 
~lr. HILL of Maryland. Mr. Speaker, I make the samt" 

request. 
Mr. GREEN of Iowa. Mr. Speaker, it was ordered ea,rly irk 

the general debate that all gentlemen should have leave, for 
five legislati"ve days after the vote, to revise and extend their 

remarks in the RECORD, and I think that would apply to re­
marks made in the committee. 

The SPEAKER. That being the order, the Ohair does not 
think it necessary to make these individual requests. 

THE HOUSINQ SITUATION. 

Mr. KINDRED. l\1r. Speaker, I insert herewith an address 
I deltvere<l at llu1Ialo : 

A PLEA FOR MORE! AND BETTER INDI>IDUAL HOMES FOR TH:i;J MASSES-A 

NEW PLAN 01!' AMORTIZING FIRST AND S.&COND MORTGAGES-A PLAN 

FOR PROVIDING hlODEQN ROOMY HOMES AT A PRIClil BELOW THE AVER­

AGE MA.EKET SELLING PRICE. 

[An address delivered by Hon JOHN J. KINDRED, o! Long Island City, 
Borough of Queens, New York City, before the New York State Asso­
cia tion of Real Estate Boards, at Buffalo, N. Y., October 17, 1923. 
Reprinted from the National Real Estate Journal of November 5, 
1923.) 

Real estate men and practical students of sociology and eeonomics 
know that the acquiring of a hollle, whether the individually owned 
home or the collectively owned (cooperative or otherwise) home, 
is the beginning of thrift, real prosperity, and good citizenship on the 
part of the citizen and toe community afiected. 

Our problem is to help the average man, the family of moderate 
means, finance and own their own home. To fully solve this prob­
lem ~ean..;; not only thrift, prosperity, and better citizenship and 
consequently a safer and better United States, but it also means an 
investment of a much larger capital than is at present invested in 
a useful and profitable field. 

It is axiomatic that as soon as a man acquires his own home or 
other substantial property, he ceases to speak and think in terms 
of anarchy and Bolshevism and the like. He at once identifies him­
self with that great and sate majority who will always stand up 
unflinchingly tor the sacred rights of property &.Dd the uniform con­
stitutional provisions guaranteeing those rights, whether these rights 
a..trect the smallest property holding of the poorest, humblest citizen 
or whether they l}.ffect the honestly &.cquired millions of the most 
afHuent citizen or corporation. 

DlllATH BY TAXATION. 

In this connection, it may be well to call attention to the fact 
that property rights in land and houses, vacant or improved, or in 
other real property, may be virtually destroyed by being t axed tp death 
through municipal, State, and :p.ational legislation. 

We are confronted in New York State and in the District of Colm:n­
bia, the last named under Federal law, with laws which stand the 
test of constitutionality, that in fact confiscate rights in real property. 
With the incr·eased population in the cities which promises shortly 
to give the balance of political power to the cities, it is not an 
unreasonable assumption that, with the present trend toward so­
called State socialism, or worse, rights may be further infringed 
upon, if not substantially impaired. · 

These, and additional facts, argue powerfully the absolute necessity 
for providing private initiative and capital for home financing for the 
great masses of our people--those of moderate financial means, par­
ticularly the industrial workers and workers generally. '!'bis can best 
be done only by a liberal plan of amortization of both the first and 
second mortgage and in addition a plan which wm provide sufficient 
cash on second mortgage to complete the building, over and above the 
usual 15 or 20 per cent ot its whole cost provided by the average 
builder. To make the house more salable it is neces~ary to eliminate 
a third mortgage. These essentials will be discussed later in detail. 

AN ACUTE SITUATION. 

The post-war housing situation dlfiers widely from that of tormer 
days, so widely in fact that precedent, the guide of the majority, is 
denied us and we have, to a great extent, been floundering about in 
varied degree of experimentation, all trying to solve a perplexing 
problem, more acute to-day than during the war or immediately after. 
This is evinced by the fact that the average increase of r~tals is 
to-day 61 per cent higher than pre-war rentals as against 43 per cent 
higher in July, 1920, which was the period of highest constructlon 
costs; an increase in rental costs of 18 per cent since July, 1920; 
a greater increase than in the cost of any other commodity, despite 
rent laws which have as a chief contender the law ot suppJy and 
demand; more powerful than grasping landlords, constituting as they 
do, a serious menace to the well-being of family life. 

The shifting into poorer and inferior living quarters, necessitated by 
prohibitive rentals, and a.Jreeting the majority of the people, is a seri­
ous downstep in national life. The environment ot growing children 
afl'ects in a marked fashion their tuture standards, aims, and ambition. 

The only saving feature of this existing evil, a blessing that is con­
ferred unfortunately through suffering, is tha t it is Droducing a great 
mass of home owners. 
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So eminent an authority as Secretary Hoover has well stated: 
"What greater incentive for saving ls there than the ownership of 

a home, the possession of which may change the very physical, moral, 
and mental fiber of your children?'' 

Secretary Hoover's advocacy of home ownership ts too well known 
for me to dwell upon, but in passing let me add that much valuable 
work, unknown in a great degree to the general public, has been and 
is being accomplished by him in the standardization of building laws 
throughout the country which will permit of lowered costs in the erec­
tion of a home. 

Another fundamental ts that large capital should be invested in the 
building business by the builder, which heretofore, as far as home 
building is concerned, has been largely conducted on a credit basis. 
Credit from start to finish, with its tax added to the cost to the pur­
chaser. 

By tax I do not mean that matter of interest on money alone, for 
that is a proper charge, but the burden added in the form of " over­
head " ; excessive overhead that general credit demands, where losses 
for bad accounts must be absorbed by the one who pays, who thus 
becomes the guarantor of the irresponsible speculator. 

MUST BE WITHIN BUYER'S MElANS. 

Another fundamental is that the financing or the selling plan should 
be in keeping with the means of the buyer. Foreclosure will sooner 
or later come to the purchaser who has bought beyond his means or 
who has purchased a home ill financed; that is, where the purchaR~ 
money or second mortgage becomes due prior to its being paid otr 
through monthly or semiannual installments. 

This is the situation I know that every reputable realtor deplores, 
but he nevertheless sees it practiced by the unscrupulous and unthink­
ing operator. I feel that it is our duty to emphasize the need of 
caution on the part of the buyer to ascertain that the proposition he 
buys is soundly financed and that he will not be placed in a position 
where he will be forced to consider the renewals of purchase money 
or second mortgages. 

MONTHLY INSTALLJ\IENT PLANS. 

My plan presupposed a selling basis that requires only 15 per cent 
of the purchase price as a cash down or initial payment, with the bal­
ance on a 15-year amortization basis. 

Amortization of both first and second mortgages in small mcmthly 
payments, like rent, running over long periods and no due date until 
automatic termination, say at leaet 15 years (and no third mortgage 
complication) is the chief essential in really helping wage earners to 
own their own homes. 

The matter of discounting second mortgages, the cost of which 
is always added to the purchase price, I feel ls an overhead expense 
that is illegitimate and should not enter into a home-buying trans­
action. 

In home building for the masses this onerous burden should not 
be tolerated, and the 6 per cent paid on the purchase money or 
second mortgage should be a suffi'Cient yield over the bullder's reason­

'able profit. 
Such mortgages should, in my opinion, in every instance be paid off 

through regular monthly installments, and I advocate that they should 
neve1· have a due date. I do not refer, of course, to first mortgages 
made by reputable institutions which, in many cases, run from three 
to five years. These mortgages are usually renewable or replaceable. 

The matter of discounting second mortgages, the cost of which is 
always added to the purchase price, I feel is an overhead expense that 
1s illegitimate and should not enter into a home-buying transaction. 

In home building for the masses this onerous burden should not be 
tolerated, and the 6 per cent paid on the purchase money or second 
mortgage should be a sufficient yield over the builder's reasonable 
profit. It is a common fact that discounts or bonuses in addition to 
the interest rate of 6 per cent are charged on second mortgages as 
blgh as 25 per cent and this amounts-the purchase money mortgage 
representing in many cases almost half the purchase price--to from 
$1,500 to $2,000 per house additional cost to the buyers. 

When I first became interested in solving to some degree the housing 
situation, closely associated with D. E. McAvoy, of the realty firm of 
William D. Bloodgood & Co., I put up a dozen two-family houses purely 
as an experiment to find out the public's viewpoint by a close contact 
with actual buyers. The houses we erected were the conventional type 
of two-family, semidetached, brick homes. They were very attractive, 
but we shortly found that we had erected a home that was too expen­
sive and that it would be unwise in many cases to sell to the buyer 
who would purchase it under the stress of immediate needs. 

Mr. McAvoy interviewed some six or seven hundred prospective pur­
chasers who iooked at these houses, ascertaining their needs, their 
ability to pay, and many other points, and compiled from this intensive 
research very important data regarding practical housirig from the 
buyer's viewpoint and not from that of the theorist. 

One of the most important needs that were felt was that of more 
bedrooms than the ordinary standard two-family house provides, which 
is approximately two to each apartment. At the same time the 

purchasers were loath to buy a one-family house that would provide 
more than the required space for the present, becaus·e the cost exceeded 
the amount that they could conveniently pay. 

THE "CONVERTIBLE" HOUSE. 

Based upon this and other data our architects devised what is 
termed the " convertible house," an absolute departure from anyth1ng 
heretofore built. It ts three stories in height. The first two floors 
include seven rooms and bath, givlng the usual living quarters with 
three bedrooms and bath on second floor. The third floor contained 
three rooms and bath. In one of these rooms is a kitchenette equip~ 
ment, consisting of two cabinets w_lth a sink placed between, so that 
this floor can be arranged for occupancy by a small famlly. . An 
Ingenious and entirely novel stair arrangement devised by the a1·cht­
tects permits of one or two family use, so that the owners of the 
house may use this floor when desirable. 

Another great advantage of this plan ts that back tn the minds 
of. every purchaser is the thought that some day he will own his own 
private home. He regards this rental feature as a means to an end; 
an element that will make it safe for him to acquire a home that 
will suit his immediate requirements' and yet be large enough for 
his future needs. This income feature will always act as a " safety 
cushion " to secure an income during any trying period. He can 
use the first two floors and rent the upper floor during such a period 
and secure an income sufficient to meet his entire interest and carry-
ing charges. · 

The chlef feature of my plan was the carrying by myselt o! that 
amount, secured by second mortgage, necessary to complete the build­
ings, not supplied by the builder, and an arangement with the builder 
by which a third mortgage was eliminated, the houses being sold 
subject to only first and second mortgages, the principal and interest 
on each of which were payable on the same dates in equal monthly 
installments, extending over a period of 15 years. 

AMORTIZE FIRST AND SECOND. 

Amortization of both first and second mortgages in small monthly 
installments, like rent, running over long periods and no due date 
until automatic t ermination, say at least 15 years (and no third 
mortgage complication), is the chief essential in really helping work­
ing people and wage earners to own their own homes. 

This general arrangement of amortization of first-mortgage loans 
bas been, under most favorable conditions for several years past, ottered 
by a few of our large financial corporations in the city of New York 
and elsewhere, notably the Metropolitan Life Insurance Co., which 
has loaned hundreds of millions in New York City and practically 
all over the country at reasonable interest rates and charges. 

MORE P.ROFIT.A.BLE. 

The Metropolitan Life Insurance Co. was probably the first to 
adopt this plan, which it has carried out consistently during a period 
when mortgage money was scarce and commanded high interest and 
accommodation charges. Such a wise and constructive use of money 
has proved a sound and profitable investment for this company and 
other large life insurance companies. For the five years 1915 to 1921 
their investments of hundreds of millions in real estate mortgages 
netted more than 6.1 per cent, as age.inst 4.6 per cent from invest­
ments in stocks and bonds. 

As against the wise and constn1ctlve policy of the Metropolitan 
Life Insurance Co. In making loans, particularly on home (preferably 
one and two family houses) , is the policy of some other large insurance 
companies to make large loans to speculative builders of apartment 
houses and other structures, or for renting to people of ample financial 
means, and for which class there is already a sufficient supply of 
facilities carrying high rentals and sales '!alues. 

Notwithstanding the increasing investments in this direction, there is 
a very unsatisfactory situation in New York City and elsewhere with 
regard to housing and home building. Housing in some instances is 
positively insanitary and a menace to the health and morals of the 
tenants who are compelled to pay huge and in some instances profiteer­
ing rentals. 

LEGISLATION. 

This situation has existed and still exists to such a degree that the 
State of New York has enacted and reenacted drastic rent laws (and 
will probably continue such laws for some time to come) that have 
proven in many instances positively confiscatory. The United States 
Congress bas enacted similar laws-the Ball law. 

The legislators have gone still further and attempted both in our 
State and national legislatures to pass even more drastic rent and 
housing laws than those of which we complain at present-laws that 
would place the State and Federal Governments squarely in control and 
ownership of home building and housing. 

The powerful Labor Party in the British Parliament has introduced 
such measures, which, although temporarily defeated, received a large 
vote and are still pending. / 
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THE KfNDilED PLAN. 

The arrangement of only a first and second mortgage was the most 
d1fficult problem we encountered in financing one of the most notable 
home developments in Greater New York City, where thousands of resi­
dences of all types, involving millions . of dollars of investments, have 
been commenced and comple_ted during the past several years to procure 
the benefit of tax exemption. 

My plan assumes that the design and layout of the houses will be 
carefully studied by competent and practical architects. That im­
portant phase of home building for the mas es has been woefully neg­
lected. To my mind the evasion of a substantial fee to a competent 
architect is an outstanding ·example of inistaken economy. The plan of 
this type of bous.ing, more than by any other, should be studied and 
based upon careful research- to meet the needs of the prospective ·pur­
chaser of limited means. 

My plan presupposes the willingness of the owner of the land to sub­
ordinate the cost of liis land, with more or less improvements as re­
gards street paving, sewers, etc., all free and clear, and to take second 
mortgages in payment, subject to an amortized mortgage loan of about 
40 per cent to 50 per cent of the total value of the land and the com­
pleted building, this being about the proportion usually loaned on first 
mortgages. 

My plan also presupposes an ooerator who is a practical builder of 
honesty and experience, with ample capital and undoubted credit, and 
who must put into the project a certain amount of cash to C()mplete 
the building; that be will build an honest house on a quantity-produc­
tion basis which cl!n be sold at a price below the average market sell-­
Ing price. 

15-YEAR AMORTIZATION. 

My plan further presupposes a selling basis that required only 15 per 
cent of the purchase as a "cash down " or initial payment, with 
the balance on a 15-year amortization basis. 

This combination may be somewhat difficult to bring about and its 
successful carrying out implies actual and full-hearted cooperation be­
tween these parties in interest. It may be truly said that the land­
owner runs a certain risk in subordinating land, free and clear, to the 
extent of 100 per cent, for the reason that there is a risk that the 
builder will not complete the houses ; also if they are fully completed, 
the houses may not sell rapidly and at satisfactory prices, if at all. 

The first mortgages should run over a long period of years (say 
15 years) and should provide installment (preferably equal monthly) 
payments, having no due date until tb.eir automatic termination as 
Iona as the installment payments and taxes and other conditions are 
promptly met by the purchaser. 

Our next problem was to produce these houses at a popular price. 
Our intimate contact with the building situation personally and through 
our architects, who were also engaged in large industrial operation, 
convinced us that there was only one solution to offset existing high 
costs. This was the erection of houses based on quantity prodLl<'tion, 
so that the fundamentals I have referred to before of quantity produc­
tion and mass buying could be taken advantage of; and this, gentlemen, 
is a very, very substantial saving, resulting in the saving to the buyer 
of several thousands of dollars per house. 

Toe problem then was to secure an operator who possess':!d the 
facilities and experience to produce in large quantities and who had 
the capital to secure the advantages of the buying power of cash. 
This was not a simple matter. The builders, as I stated before, were 
workjng in the home-building fields, largely on credit and only in a 
small way, and the larger construction companies were not accustomed 
to this character of construction, dealing in steel structures sufh as 
the office, industrial, and apartment buildings, and their resources in 
materials, etc., were of a different nature than that required fo:..· thls 
class of small homes. 

SECURED RIGHT BUILDER. 

We were fortunate in making a most successful connection with a 
builder who had, during the war and before, conducted housing cpera­
tlons on a vast scale, Mr. William F. Chattos, of Bridgeport, Conn. 
He was, in addition, the owner of a large lumber, mason supply, and 
hardware concern and mills equipped for the turning out of trim, win­
dow frames, stairs, etc. He approved of the plan of these convertible 
houses and undertook to supply9 quantity production, giving the pur­
chaser the benefit of this saving; and with the elimination of the ex­
cess overhead of financing was able to sell these houses at a price sev­
eral thousand dollars under the market value. 

This rare combination of resources and facilities made it possible for 
the erection of these homes in a record time consistent with good con­
struction, with an honest house as our goal. The savings that this 
quantity production basis created together with a low land cost, with 
the elimination of the usual high cost of financing, made it possible to 
sell these several hundred houses at such an attractive price · and on 
such easy terms that they were absorbed by the buying public during 
the summer months, establishing a sales record in Greater New York 
City, if not throughout the country, in disposing of over $2,000,000 of 
small homes before completion. 

ENROLLED BILLS SIGNED. 

The Committee on Enrolled Bills reported that they bad 
examined and found truly enrolled bill and joint resolution 
of the following titles, when the Speaker signed the same : 

S. 2249. An act to extend for nine months the power of the 
War Finance Corporation to make advances under the provi­
sions of the War Finance Corporation act, as amended, and 
for other purposes. 

S. J. Res. 71. Joint -resolution directing the Secretary of the 
Interior to institute proceedings touching sections 16 and 36, 
township 30 south, range 23 east, 1\lount Diablo meridian. 

LE.A. VE OF ABSENCE. 

By unanimous consent, leave of absence was granted as 
follows: 

To Mr. 1\loNTAGUE, for two days, on account of death in his 
family. 

To Mr. SANDERS of Texas, for one day, on account of illness. 
.ADJOURNMENT. 

Mr. GREEN of Iowa. Mr. Speaker, I move that the House 
do now adjourn. 

The motion was agreed to; accordingly (at 5 o'clock and 45 
minutes p. m.), the House adjourned until to-morrow, Tuesday, 
February 19, 1924, at 12 o'clock noon. 

EXECUTIVE COMMUNICATIONS, ETC. 
Under clause 2 of Rule XXIV, executive communications were 

taken from the Speaker's table and referred as follows: 
365. A letter from the Director of the United States Veterans' 

Bureau, transmitting a statement showing, by location, salary 
range, and bureau designation, employees receiving an aggre­
gate annu~l salary of $2,000 and over as of February 1, 1924, for 
central office and as of January 1, 1924, for the field; to the 
Committee on Appropriations. 

366. A letter from the Secretary of the Treasury, transmitting 
a draft of proposed legislation to authorize the transfer of a 
portion of the Brewerton Channel Range Rear Lighthouse Res­
ervation, 1\1d., from .the Department of Commerce to the Treas­
ury Department; to the Committee on Interstate and Foreign 
Commerce. 

REPORTS OF COMMITTEES ON PRIVATE BILLS AND 
RESOLUTIONS. 

Under clause 2 of Rule XIII, 
l\lr. BULWINKLE: Committee on Claims. H. R. 1682. A 

bill for the relief of the Stone Towing Line; without amendment 
(Rept. No. 209). Referred to the Committee of the Whole 
House. 

CHANGE OF REFERENCE. 
Under clause 2 of Rule XXII, committees were discharged 

from the consideration of the following bills, which were re­
ferred as follows : 

A bill ( H. R. 659) to amend section 300 of the war risk insur­
ance act as amended; Committee on Interstate and F<;>reign 
Commerce discharged, and referred to the Committee on World 
War Veterans' Legislation. 

A bill (H. R. 749) to amend the war risk insurance act as 
amended ; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Veterans' 
Legislation. 

A bill (H. R. 1443) to validate the war risk insurance of 
Warren 0. Grimm, Ernest Dale Hubbard, Arthur McElfresh, 
and Ben Casagranda, who were murdered while parading in 
the uniform of the United States Army at Centralia, Wash., 
November 11, 1919; Committee on Interstate and Foreign 
Commerce discharged, and referred to the Committee on World 
War Veterans' Legislation. 

A. bill (H. R. 1567) granting compensation to Charles For­
tier; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Vet­
erans' Legislation. 

A bill (H. R. 3212) to provide for the retention of books, 
charts, and similar supplies by beneficiaries of vocational 
training; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Veter­
ans' Legislation. 

A. bill (H. R_. 3667) to amend and modify the war risk 
insurance act; Committee on Interstate and Foreign Commerce 
discharged, and referred to the Committee on World War 
Veterans' Legislation. 
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A blfi (H. R. 4156) to fix compensation of officers of the 
tNational Army who incurred, disability while in the service; 
Committee on Interstate and Foreign Commerce discharged, 
and referred to the Committee on World War Veterans' Leg­
islation. 

A bill (H. R. 4838) to amend an act entitled "An act mak­
ing appropriations to supply deficiencies in appropriations for 
the fiscal year ending June 30, 1921, and prior fiscal years, 
and for other purposes," approved June 16, 1921; Committee 
on Interstate and Foreign Commerce discharged, and referred 
to the Committee on World War Veterans' Legislation. 

A bill (H. R. 4844) to provide vocational training for per­
son who failed to commence training within the time pre­
scribed in the act approved March 4, 1921, entitled "An act 
making appropriations for sundry civil expenses of the Gov­
ernment for the fiscal year ending June 30, 1922, and for 
other purposes " ; Committee on Interstate and Foreign Com­
merce discharged, and referred to the Committee on World 
War Veterans' Legislation. 

A bill (H. R. 5202) to remove time limitation for filing 
an application for comnensation, vocational training, hospital­
ization, and dental treatment by a disabled veteran of the 
Worlu Wai·; Committee on Interstate and Foreign Commerce 
discharged, and referred to the Committee on World War 
Veterans' Legislation. 

A bill ( H. R. 3676) to amend the war risk insurance act ; 
Committee on Interstate and Foreign Commerce discharged, and 
referred to the Committee on World War Veterans' Legislation. 

A bill ( H. R. 4133) to amend section 301 of the war risk 
insurance act as amended; Committee on Interstate and 
Foreign Commerce discharged, and referred to the Committee 
on World War Veteran ' Legislation. 

A bill (H. R. 20G) to amend subdivision 6, section 302, of 
the war risk insurance act; Committee on Interstate and 
Foreign Oommerce discharged, and referred to the Committee 
on World War Veterans' Legislation. 

A bill (H. R. 4091) to anlend an act entitled "An act to 
amend and modify the war risk insurance act," approved March 
4, 1923; Committee on Interstate and Foreign Commerce dis­
cha.rgecl, anu referred to the Committee on World War Vet­
er. ns' Legislation. 

A bill (H. R. 4092) to amend an act entitled "An act to 
amend anll modify the war risk insurance act," approved 
March 4, 1923 ; Committee on Interstate and Foreign Com­
merce discharged, and referred to the Committee on World 
War Veterans' Legislation. 

A bill (H. R. 4093) to amend an act entitled "An act to 
amend and modify the war risk insurance act," approved 
March 4, 1923; Committee on Interstate and Foreign Com­
merce discharged, and referred to the Committee on World 
War Veterans' Legislation. · 

A bill (H. R. 759) to amend an act entitled "An act to 
amend and modify the ''ar risk insurance act," approved 
December 24, 1919; Committee on Interstate and Foreign 
Commerce discharged, and referred to the Oommittee on 
World War Veterans' Legislation. 

A bill (H. R. 417) to amend section 402 of the war risk 
in urance act; Committee on Interstate and Foreign Commerce 
di cha.rged1 and referred to the Committee on World War 
Veterans' Legislation. 

A bill ( H. R. 765) to amend sections 404 and 408 of the 
war risk insurance act as amended; Committee on Interstate 
and Foreign Commerce discharged, and referred to the Com­
mittee on World \Var Veterans' Legislation. 

A bill ( H. R. 3851) to a.mend section 408 of the war risk 
insurance act; Committee on Interstate and Foreign Com­
merce discharged, and referred to the Committee on World 
War Veteran:' Legislation. 
· A bill (H. R. 2827) to amend the war risk insurance act, 
a amended; Committee on Interstate and Foreign Commerce 
diF:charged, and referred to the Committee on World War 
Veterans' Legislation. · 

A bill (H. R. 5211) to provide for the applicability to cer­
tain cla ses o~ per ons of the provi$ions of Articles III and 
IV of the war risk insurance act, as amended; Committee on 
Interstate and Foreign Commerce discharged, and referred to 
the Committee on 'Vorld \Var Veterans' Legislation. 

A bill (H. R. 4!.>83) providing for ho pitalization~ medical 
treatment, nursing, and all necessary care of disabled ex­
service meu; Committee on Interstate and Foreign Commerce 
discharge<l, and referred to the Committee on World War 
Veterans' Legislation. 

A bill (H. R. 4837) providing for hospitalization, medical 
treatment, nursing, and all necessary care of honorably dis­
charged disabled ex-service men; Committee on Interstate 

and Foreign Commerce discharged, and referred to the Com­
mittee on World War Veterans' Legislation. _ 

A bill (H. R. 2824) examination and hospitalization of 
World War vet~rans; Committee on Interstate and Foreign 
Commerce discharged, and referred to the Committee on 
World, War Veterans' Legislation. 

A bill (H. R. 3934) providing for hospitalization, meilical 
treatment, nursing, and all necessary c~re of disabled ex­
servlce men; Committee on Interstate and Foreign Com­
merce discharged, and referred to the Committee on World 
War Veterans' Legislation. 

A bill ( H. R. 3922) providing for hospitalization, medical 
treatment, nursing, and all necessary care of disabled ex-servico 
men ; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Veterans' 
Legislation. 

A bill ( H. R. 3673) providing for hospitalization, medical 
treatment, nursing, and all necessary care of disabled ex-servicP. 
men ; Committee on Interstate and Foreign Commerce dis: 
charged, and referred to the Committee on World War Veterans' 
Legislation. 

A bill (H. R. 390) to provide hospital and dispensary treat­
ment for all disabled veterans by the United States Veterans' 
Bu,reau; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Veterans' 
Legislation. 

A bill (H. R. 2867) providing for the establishment of an 
advisory board in the United States Veterans' :Oureau to obtain 
employment for disabled veterans and to finance them in busi­
ness; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Veteran · 
Legislation. 

A bill (H. R. 3929) providing for hospitalization, medical 
treatment, nursing, and all necessary care of disabled ex-service. 
men; Committee on Interstate and Foreign Commerce dis­
charged, and referred to the Committee on World War Veterans' 
Legislation. · 

A bill (H. R. 4162) to extend to 1926 the present law grant­
ing allowances to dependent kindred of those who lost their 
lives in the World War; Committee on Interstate and Foreign 
Commerce discharged, and referred to the Committee on World 
War Veterans' Legislation. 

A bill (H. R. 2332) granting a pension to Em.ma Jani~ 
Daugherty; Committee on Pensions. discharged, and referre1l 
to the Committee on Invalid Pensions. 

PUBLIC BILLS, RESOLUTIONS, .AND :MEMORIALS. 
Under clause 3 of Rule XXII, bills, resolutions, and memorials 

were introduced and severally referred as follows: 
By l\fr. JOHNSON of South Dakota: A bill (H. R. 7062) 

to determine and refund the difference between the price re­
ceived for the wheat of 1917, 1918, and 1919 fixed by the United 
State of America and its agents and the price which the wheat 
of 1917, 1918, and 1919 would have brought unfixed thereby· to 
the Committee on Agriculture. . ' 

By Mr. McKENZIE: A bill (H. R. 7()63.) granting the con­
sent of Congress to the State of Illinois and the State of Iowa, 
or either of them, to construct a bridge across the Mississippi 
River connecting the county of Carroll, Ill., and the countv of 
Jackson, Iowa; to the Committee on Interstate and For~ign 
Commerce. 

By Mr. KELLY: A bill (H. R. 7064) to encourage commer-­
cial aviation and to authorize the Postmaster General to con­
tract for air mail service ; to the Committee on the Post Office 
and Post Roads. 

Also, a bill (II. R. 7065) to classify photographs and photo­
graphic films as fourth-class mail matter; to the Committee on 
the Po t Office and Post Roads. 

By Mr. JOHNSON of South Dakota: A bill (H. R. 7066) 
granting the consent of Congress to the State of South Dakota 
for the construction of a bridge •across the Missouri Ri \'er 
between Potter County and Dewey County, S. Dak.; to the Com· 
mittee on Interstate and Foreign Commerce. 

Also, a bill (H. R. 7067) granting the consent of Congress to 
the State of South Dakota for the construction of a bridge 
across the l\Iissouri River between Hughe County and Stanley 
County, S. Dak.; to the Committee on Interstate and Foreign 
Commerce. 

By Mr. JEFFERS: A bill (H. R. 7068) to provide for the 
rating by a per on who actually sees the claimant in all cas.es 
wbere a disabled ex-. ervice man or woman i . examined untler 
the jurisdiction of tbe United States Veterans' Bu,reau for the 
pm·pose of rating any such ex-service person for compensation 
for a service disability; to the Committee on World War Vet­
erans' Legislation. 



1924. CONGRESSIONAL RECORD-HOUSE. 2731 
Also, a bill ( H. R. 7069) to provide for the payment of de­

pendency allowance for dependents of beneficiaries of the 
United States Veterans' Bureau who are declared permanently 
and totally disabled similar to that allowance paid for the de­
pendents of those beneficiaries of the United States Veterans' 
Bureau who are in vocational training; to the Committee on 
World War Veterans' Legislation. 

Also, a bill ( H. R. 7070) to provide service connection for 
all tubercular and neuropsychiatric diseases developing within 
five years from the date of discharge from the service; to the 
Commiittee on World War Veterans' Legislation. 

By Mr. HULL of Tennessee : A bill ( H. R. 7071) to provide 
for the establishment of a dairying and livestock experiment 
station at Gallatin, Tenn.; to the Committee on Agriculture. 

By Mr. CURRY: A bill (H. R. 7072) to adjust the pay and 
allowances of certain officers of the United States Navy; to the 
Committee on Military Affairs. 

By Mr. TINKHAM: A bill (H. R. 7073) to amend section 2 
of the act relative to naituralization and citizenship of married 
women, approved September 22, 1922; to the Committee on 
Immigration and Naturalization. 

By Mr. BYRNES of South Carolina: A bill (H. R. 7074) to 
amend section 5 of the United States cotton futures act; to the 
Committee on Agriculture. 

By Mr. HAWLEY: A bill (H. R. 7075) reserving certain de­
scribed lands in Coos County, Oreg., as public fish, game, and 
park reserves ; to the Committee on the Public Lands. 

Also, a bill (H. R. 7076) authorizing the Coos Bay, Umpqua, 
and Siuslaw Tribes of Indians in the State of Oregon to submit 
claims to the Court of Claims; to the Committee on Indian 
Affairs. 

By Mr. HOW ARD of Oklahoma : A bill ( H. R. 7077) to 
amend an act entitled "An act to amend an act entitled 'An act 
making appropriations for the current and contingent expenses 
of the Bureau of Indian Affairs, for fulfilling treaty stipulations 
with various Indian Tribes, and for other purposes, for the fiscal 
year ending June 30, 1914,' approved June 30, 1913,'' approved 
May 26, 1920 ; to the Committee on Indian Affairs. 

By Mr. WURZBACH: A bill (H. R. 7078) to reimburse 
officers, soldiers, and civilian employees of the Army and their 
families and dependents for losses sustained as a result of the 
Galrnston, Tex., flood on September 8, 1900; to the Committee 
on Claims. 

By Mr. PORTER: A bill (H. R. 7079) prohibiting the im­
portation of crude opium for the purpose of manufacturing 
heroin; to the Committee on Wa:ys and Means. 

By Mr. SHALLENBERGER: A bill (H. R. 7080) to pro­
hibit the collection of a surcharge for the transportation of 
persons or baggage in connection with the payment for parlor 
or sleeping car accommodations; to the Committee on Inter­
state and Foreign Commerce. 

By Mr. MOORES of Indiana: A bill (H. R. 7081) for the 
better protection of aliens and for the enforcement of their 
treaty rights ; to the Committee on Foreign Affairs. 

By Mr. SHERWOOD: Joint resolution (H. J. Res. 191) for 
deep waterway improvement; to the Committee on Interstate 
and Foreign Commerce. 

PRIVATE BILLS AND RESOLUTIONS. 

Under clause 1 of Rule XXII, private. bills and resolutions 
were introduced and severally referred as follows : 

By Mr. ALLEN : A bill ( H. R. 7082) for the relief of Wildey 
Lodge No. 27, Independent Order of Odd Fellows, of Charles 
Town, W. Va.; to the Committee on Claims. 

Also, a bill ( H. R. 7083) for the relief of the trustees of 
the Presbyterian Church at Keyser, formerly New Creek, 
W. Va.; to the Committee on Claims. 

By Mr. BEERS: A bill (H. R. 7084) granting an increase 
of pension to Susie O. McConnell ; to the Committee on In­
valid Pensions. 

By Mr. CROLL: A bill (H. R. 7085) granting a pension to 
Rosa Boone; to the Committee on Pensions. 

By Mr. GLATFELTER: A bill (H. R. 7086) granting a pen­
sion to Susan Olewiler; to the Committee on Pensions. 

Also, a bill (H. R. 7087) granting a pension to Jacob D. 
Schmuck; to the Committee on Invalid Pensions. 

By Mr. MORTON D. HULL: A bill (H. R. 7088) granting 
an increase of pension to Susan Jane Henry; to the Committee 
on Invalid Pensions. 

By Mr. KINDRED: A bill (H. R. 7089) to correct the mil!­
tary record of Charles M. Hoffman; to the Committee on Mili­
tary Affairs. 

By :Mr. LOZIER: A bill (H. R. 7090) granting a pension to 
Ruth J. Sorrells ; to the Committee on Invalid Pensions. 

By Mr. MAPES: A bill (H. R. 7091) to provide for an examl­
nation and survey of Grand Haven Harbor and Grand River~ 
Ottawa County, Mich.; to the Committee on Rivers and Har­
bors. 

By Mr. MOORE of Illlnois: A bill (H. R. 7092) to extend 
the benefits of the United States employees' compensation act 
of September 7, 1916, to Edward N. McCarty; to the Commit­
tee on Claims. 

By Mr. SEARS of Florida: A bill (H. R. 7093) granting a 
pension to Martin Padgett; to the Committee on Pensions. 

Also, a bill (H. R. 7094) to correct the military record of 
Ellsworth Haggard; to the Committee on Military Affairs. 

By Mr. SINNOTT: A bill (H. R. 7095) validating certain 
applications for and entries of public lands, and for other pur­
poses; to the Committee on the Public Lands. 

By Mr. SNELL: A bill (H. R. 7096) granting a pension to 
Alta Humphrey; to the Committee on Invalid Pensions. 

By Mr. TAYLOR of Tennessee: A bill (H. R. 7097) author­
izing the Secretary of Labor to permanently admit, under suit­
able regulations and requirements to be prescribed by him, 
Malie Tsatskis ( Cackis), daughter of Gersh Tsatskis; to the 
Committee on Immigration and Naturalization. 

By Mr. TINCHER: A bill (H. R. 7098) granting an increase 
of pension to Hannah Doll; to the Committee on Invalid Pt-...n­
sions. 

By Mr. THOMAS of Kentucky: A bill (H. R. 7099) granting 
a pension to Mary E. Frederick ; to the Committee on Pensions. 

Also, a bill (H. R. 7100) granting a pension to Elizabeth Hol­
land ; to the Committee on Pensions. 

By Mr. THOMPSON: A bill (H. R. 7101) granting a pension 
to Mable Andrews; to the Committee on Invalid Pensions. 

By l\.fr. WASON: A bill (H. R. 7102) granting a pension to 
Joseph Greenwood; to the Committee on Invalid Pensions. 

PETITIONS, ETC. 
Under clause 1 of Rule XXII, petitions and papers we1·e laid 

on the Clerk's desk and referred as follows : 
1142. By Mr. ALDRICH: Petition of Washington County 

(R. I.) Medical Society, relative to Federal tax legislation; to 
the Committee on Ways and Means. 

1143. Also, petition of Westerly (R. I.) Physicians' Associa­
tion, relative to Federal tax legislation ; to the Committee on 
Ways and Means. 

1144. Also, petition of Loggia Operaia Italiana, No. 1050, of 
Westerly, R. I., protesting against the passage of the Johnson 
immigration bill; to the Committee on Immigration and Nat­
uralization. 

1145. By Mr. BRIGGS: Petition of Mr. James P. Collerain 
and others, of Galveston, Tex., in regard to the transportation 
act, 1920; to the Committee on Interstate and Foreign Com­
merce. 

1146. Also, l'"esolutions adopted by maritime committee of the 
Galveston Cotton Exchange, urging the retention of the Hydro­
graphic Office in the Navy Department and the transfer of 
Coast Survey hydrographic work to the Hydrographic Office · 
to the Committee on Na val Affairs. ' 

11~7. Also, petit~on of Mr. E. B. Sutton and 17 others, ot ~ 
Perc1lla, Tex., urgrng the support of the Norris-Sinclair bill· 
to the Committee on Agriculture. ' 

1148. By 1\lr. GALLIVAN: Petition of John J. Donovan, 163 
Neponset Avenue, Boston, Mass., recommending early and favor­
able action on the Kelly and Merritt bills; to the Committee 
on Ways and Means. 

1149. Also, petition of the National Shoe Travelers' Asso­
ciation, expressing disapproval of House bill 4141, as applicable 
to shoes; to the Committee on Interstate and Foreign Com­
merce. 

1150. Also, I?etitlon ~f the Mazzini Club (Inc.), of Boston, 
Mass., protesting agarnst passage of the Johnson selective 
immigration bill; to the Committee on Immigration and Natu­
ralization. 

1151. By Mr. GREENE of Masi:::achusetts: Petition of the 
Board of Aldermen of Fall River, Mass., favoring an adjusted 
compensation bill; to the Committee on Ways and Means. 

1152. By Mr. KAHN: Petition of California Chapter, Daugh­
ters of the American Revolution, urging that the name of 
"Mount Rainier" be changed to" Mount Tacoma" and that the 
names of " Mount Rainier National Park " and " Rainier Forest 
Reserve " be also changed ; to the Committee on the Public 
Lands. 

1153. By Mr. KING: Petition of Shearer Post, No. 350, of 
the American Legion, of Geneseo, Ill., favoring the adjusted 
compensation bill; to the Committee on Ways and Means. 
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1154. By Mr. KOPP: Petition of Lions Club, of Washington, 
Iowa, expressing its gratification with the results reached by 
the special commission on narcotics in securing recognition of 
the principle that production of narcotics should be restricted 
to medical and scientific needs of the world; to the Committee 
on Foreign Affairs. 

1155. By l\lr. KV ALE: Petition of members of the Colored 
Voters' League, St. Paul, Minn., urging enactment of the Dyer 
antilynching bill; to the Committee on the Judiciary. 

1156. Also, petition of citizens of Osakis, Minn., in mass 
meeting assembled, unanimously urging immediate adoption of 
the adjusted compensation bill; to the Committee on Ways and 
Means. 

1157. Also, petition of eighth annual meeting of the Red 
River Valley Live tock Association, unanimously urging the 
enactment into law of the Norbeck-Burtness livestock loan bill 
and of the l\lcNary-Haugen bill; to the Committee on Agricul­
ture. 

1158. Also, petition of members of the Kiwanis Club of 
Morris, Minn., unanimously urging immediate reduction in 
taxes, to apply also to 1923 income-tax returns ; to the Com­
mittee on Ways and Means. 

1159. Also, petition of N. S. Nelson and other members of the 
Victor Hegge Post, No. 273, American Legion, Garvin, Minn., 
urging enactment of the adjusted compensation bill; to the 
Committee on Ways and Means. 

1160. Also, petition of W. G. Workman and other members of 
the Game Protective Association, of Tracy, Minn., urging pas­
sage at this session of Congress of the public shooting ground 
game refuge bill; to the Committee on Agriculture. 

1161. Al o, petition of American Legion Auxiliary, Austin F. 
Hanscom Po t, No. 167, urging passage of the adjusted .compen­
sation bill; to the Committee on Ways and Means. 

1162. Also, petition of Parent-Teachers' Association, Atwater, 
Minn., favoring adherence of the United States to the inter-: 
national court; to the Committee on Foreign Affairs. 

1163. By l\lr. LEA VITT: Petition of Sam W. Teagarden, 
representing wheat farmers of Toole, Glacier, Pondera, Liberty, 
and Hill Count :es, in Montana, urging repeal of the clause in 
the wheat tariff law that rebates to American millers all but 
inconsequential fraction of the 30 cents named therein; to the 
Committee on Agriculture. 

1164. Al o, petition of the Farmers' Educational and Co­
operative Union . of Golden Valley County, Mont., urging pas­
sage of the McNary-Haugen export corporation bill; to the 
Committee on Agriculture. 

1165. Also, petition of the Great Falls (Mont.) American 
Legion Post, J. M. Gault, commander, urging passage of a:n 
adjusted compensation measure; to the Oommittee on Ways 
and Means. 

1166. By Mr. MAGEE of Pennsylvania: Petitions of Liberty 
Temple, No. 48; Safe Ten Per Cent Building & Loan Asso­
ciation; Association of Craft Employees, Pennsylvania Rail­
road ; board of commissioners of Mount Lebanon Township ; 
Martha Washington Club, No. 168, Advisory Council, Order of 
Independent Americans; Journeyman Horseshoers, No. 9; Se­
quilla Club; and Daughters of Pocahontas, No. 161, favoring 
increased compensation to postal employees; to the Committee 
on the Post Office and Post Roads. 

1167. By Mr. NEWTON of Mi souri : Petition of employees 
of the United States Engineer office, St. Louis, Mo., favoring 
an amendment to the act of May 22, 1920, which provides for 
lowering the age of retirement, increase in existing annuities, 
and for voluntary retirement after 30 years of service, etc.; 
to the Committee on the Civil Service. 

1168. Al o, petition of hunters, favoring passage of House 
bill 745, approved by the Secretary of Agriculture, which meas­
ure provides that the general taxpayer ls not assessed; the 
entire cost is borne by the gunners, who will pay a license fee 
of $1 per year for the creation of pubUc shooting grounds and 
refuges and in order to insure the future of their sport ; to the 
Committee on Agriculture. 

1169. By Mr. TAGUE: Petition of the Epworth League of the 
First Methodist Episcopal Church of Boston, assembled in busi­
ness se sion, favoring the adoption of a child-labor amendment 
to the Constitution of the United States; to the Committee on 
the Judiciary. 

1170. Also, petition of Court Roma, No. 212, Foresters of 
America, protesting against enactment of -Johnson immigration 
bill; to the Committee on Immigration and Natmalization. 

1171. Also, petition of the Ligurian Auxiliary, composed of 
150 women citizens of Boston, of Italian ancestry, condemning 
the Johnson immigration bill; to the Committee on Immigration 
and Naturaliza tion. 

1172. By l\Ir .. V ARE: Petition of the Philadelphia ASsociatlon 
of Retail Druggists, asking for the passage of price maintenance 

leglslatlon; to the Committee on Interstate and Fore1gn Com­
merce. 

1173. By Mr. YOUNG: Petitions of Arvid Johnson and 58 
~ther citizens of Balfour and vicinity, N. Dak.; Gunder Breder­
son and other citizens of Wellsburg, N. Dak.; 74 citizens of 
Mabe1 Township, Griggs County, N. Dak. ; 16 citizens of Bal­
four and vicinity, N. Dak. ; and Anton Beck and 20 other citl­
ens of Maddock, N. Dak., urging the passage of the Norris­
Slnclalr bill; to the Committee on Agriculture. 

1174. Also, petition of H. E. Fraser and 11 other rural car­
riers of Emmons County, N. Dak., urging the enactment of 
legislation for the relief of rural mail carriers ; to the Committee 
on the Post Office and Post Roads. 

1175. Also, petitions of J. Egerman a.nd 22 other cltlzens of 
Jessie, N. Dak.; J. B. Koppenharr and 15 other citizens of 
Revere, N. Dak.; Martin Aas and 53 other citizens of New Rock­
ford and vicinity, N. Dak. ; and C. J. Wigdnbl and 72 other 
citizens of Minnewaukan and vicinity, N. Dak., urging an in­
crease in the duty on wheat from 30 to 60 cents per bushel, the 
repeal of tbe draw-back provision and milling-in-bond privilege 
of the Fordney-McCumber tariff act, also tbe enactment into 
law of the Wallace plan for the marketing of wheat; to the Com­
mittee on Ways and Means. 

SENATE. 
TUESDAY, February 19, 19~4. 

(Legislative day of S.aturday, February 16, 19~4-) 

The Senate met at 12 o'clock meridian, on the expiration of 
the recess. 

MESSAGE FROM THE HOUSE-ENROLLED BILL ~ND JOIN'l RESOLUTION 
SIGNED. 

A message from the House of Representatives, by I\Ir. Cha1'fee, 
one of its clerks, announced that the Speaker of the House had 
signed the following enrolled bill and joint resolution, and they 
were subsequently signed by the President pro tempore: 

S. 224g. An act to extend for nine months the power of the 
'Var l;'inance Corporation to make advances under the pro­
visions of the War Finance Corporation act, as amended, and 
for other purposes ; and 

S. J. Res. 7L Joint resolution directing the Secretary of the 
Interior to institute proceedings touchinr; sections rn and 36, 
township 30 south, range 23 east, Mount Diablo meridian. 

W AB CONTRACT FRAUD CASES. 

Mr. KING. Mr. President, yesterday afternoon the Attor­
ney General transmitted, pnrsuant to a re olution which I bad 
offered and which had been reported from the Committee on the 

. Judiciary. a reuort sho"i.ng certain activities of tbe Depart­
ment of Justice. Upon motion of the Senator from Ohio [Mr. 
WILLIS], it was directed that the report be printed as a Senate 
docuinent. My attention has been called to some matters con­
nected with the report which, in my judgment, indicate that 
perhaps that order was improvidently i sued. My opinion is 
that the report ought to go to the Committee on the Judiciary, 
from which the resolution came, and that that committee should 
be charged with the duty of determining whether the report be 
printed. Therefore, I ask that the order issued be rescinded and 
that the report be referred to the Committee on the Judiciary. 

Mr. WILLIS. Mr. President, it was at my Instance that the 
order was entered for the printing of the document. I am frank 
to say that I had bad no oppGTtunity to examme it, nor have I 
yet had, but if it is the opinion of the Senator from Utah that 
the interests of the Government would be injured by making it 
puh1ic at this time I have no objection to a resci sion of the 
order. 

The PRESIDENT pro tempore. The Senator from Utah asks 
unanimous consent that the order for printing the report of the 
Department of Justice as a Senate document be rescinded and 
that the report be referred to the Committee on the Judiciary. 
Is there objection? The Chair hears none, and it is so ordered. 

Mr. KING. May I make an observation? I do not say that 
the interests of the Government would be injured or jeopar<l.M 
ized, but in view of certain information accompanying the re­
port I think it is wise that it should be referred to a committee 
before the order to print is made. 

INTERIOR DEPARTMENT APPROPRIATIONS. 

The PRESIDENT pro tempore. The unfinished business, 
House bill 5078, is before the Senate. 

The Senate, as in Committee of the Whole, resumed the con­
sideration of the bill (H. R. 5078) making appropriations for 
the Department of the Interior for the fiscal year ending Juna 
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